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Message  from  the  Chief  Executive 


The  Hong  Kong  Special  Administrative  Region 
celebrates  its  fifth  anniversary  on  July  1,  2002. 
Five  years  on,  the  'One  Country,  Two  Systems' 
concept  has  been  successfully  implemented.  Hong 
Kong  people  now  have  a  better  understanding  of 
the  motherland  and  have  affirmed  their  new 
identity  with  the  reunification.  With  the 
commitment  of  Hong  Kong  people  and  the 
support  of  the  Central  Government,  Hong  Kong 
remains  an  open,  free  and  vibrant  society. 

The  greatest  challenges  we  have  faced  have 
been  in  the  economic  realm,  rather  than  the 
political  arena.  We  have  had  to  cope  with  not  one, 
but  two  economic  downturns  in  the  past  five 
years.  Asset  prices  have  tumbled  to  half  ot  what 
they  were  at  the  peak  of  the  market  at  end-1997. 
The  stock  market  has  tested  new  highs  and  lows. 
Consumer  prices  have  declined  for  more  than 
three  years.  And  we  remain  very  concerned  about 
unemployment,  which  has  reached  record  levels. 

There  has  been  some  recent  good  news. 
Tourism  numbers  are  up.  Cargo  throughput  at 
both  the  container  terminals  and  the  airport  is  up. 
Real  estate  transactions  are  picking  up,  and  prices 
remain  stable.  We  expect  a  strong  pick  up  in  the 
number  of  companies  to  be  listed  in  Hong  Kong 
in  the  second  half  of  this  year.  More  and  more 
international  companies  are  establishing  regional 
operations  in  Hong  Kong.  Emigration  is  at  a 
20-year  low 

At  the  same  time.  Hong  Kong's  economy  has 
been  undergoing  difficult  restructuring.  This  will 
go  on  for  some  time  10  come  hut  I  believe  we  are 
beginning  to  see  the  Start  ol  a  slow,  modest 
recovery.  In  addressing  the  challenges  ahead,  there 
are  a  number  of  things  the  govemmeni  can  do. 

First  of  all.  we  will  constantly  carefully  and 
thoroughly  review  the  changing  external 
environment    We  will  carefully  review  our 

competitive  advantages,  our  strengths  and  oui 
weaknesses,  especially  in  regards  to  cities  and 
regions  competing  with  us. 


If  you  lulh'  consider  our  competitive 
advantages,  we  have  many  reasons  to  be 
confident.  We  are  a  very  successful  international 
financial  center.  We  are  a  center  for  trade, 
transport  and  logistics.  Our  tourism  business  is 
moving  up  well  and  will  achieve  new  heights 
following  the  opening  of  Hong  Kong  Disneyland 
in  2005.  We  are  the  premier  center  for  multi- 
national companies  doing  business  in  Asia  and 
also  the  Mainland  of  China. 

Hong  Kong  remains  very  strong  in  our 
'traditional'  industries  such  as  the  manufacture  of 
garments,  watches  and  clocks,  electronic 
consumer  products  and  toys.  These  are 
successful  businesses  by  international  standards. 
The  question  now  is  how  to  help  them  move  up 
the  value  chain  to  take  a  larger  portion  of  the 
world  market 

All  of  these  strengths  and  advantages  are 
supported  by  the  institutional  framework  of  the 
rule  of  law,  a  level  playing  field,  the  free  flow  of 
capital  and  information,  and  of  course,  a  very  low- 
tax  structure.  We  have,  additionally,  an  unrivalled 
geographical  location  and  a  clustering  of  some  of 
the  best  professional  talent  in  the  world  in  areas 
such  as  finance  and  accounting,  banking. 
insurance,  legal  services,  management, 
marketing,  design  and  logistics. 

What  we  need  to  do  is  to  leverage  all  ol  these 
advantages.  Particularly,  we  need  to  make  lull 
play  of  our  competitive  advantages  in  the 
Mainland,  especially  the  rapidly  developing  and 
increasingly  affluent  Pearl  River  Helta.  We  can 
mi  n i  up  the  value  chain  by  constantl)  striving  to 
provide  high  value-added  content  to  the  services 
and  products  we  provide  foi  ourselves  and  the 
rest  of  Asia.  By  doing  so  we  can  position 
ourselves  not  only  as  a  majoi  city  in  (  lima,  but 
as  the  world  i  in  ol  Asia. 


\s  ,i  government,  we  will  improve  and 
promote  .1  business  friendl)  environment.  We  will 
enhance  the  efficienc)  ol  government,  promote 
the  use  oflT,  ensure  the  maintenance  ol  a  low  and 
simple  tax  regime,  and  create  an  environment  thai 
allows  individuals  and  corporations  to  build 
wealth.  We  will  continue  to  invest  heavily  in  hard 
and  soli  infrastructure.  B)  soli  infrastructure, 
I  mean  education.  We  will  invest  a  lot  in 
education  to  make  sure  that  for  generations  to 
come,  we  will  be  able  to  compete  successfully  in 
world  terms  as  a  value-added  city. 

\p.ui  from  education,  the  government  has 
emphasized  the  role  that  innovation,  technology 
and  science  can  play  in  helping  us  to  move  up  the 
value  chain  and  with  economic  restructuring. 

Our  objective  is  to  use  science  and 
technology  to  enhance  innovative  capabilities  to 
strengthen  the  competitiveness  of  industry,  and  to 
create  knowledge-based,  high  value-added 
industries.  Through  the  acquisition  of  knowledge 
in  science  and  technology  we  will  also  be  able  to 
help  individuals  move  up  the  value  chain. 

Over  the  past  five  years,  we  have  done  a  great 
deal  in  this  regard  and,  as  a  result,  have  seen  the 
continuing  development  of  a  respectable  science 
base  in  Hong  Kong.  The  successful  development 
of  science  and  technology  is  about  finding  local 
talents,  nurturing  them  and  developing  them.  It  is 
also  about  attracting  world-class  scientists  and 
scholars  to  come  to  live  and  work  in  Hong  Kong. 
We  have  been  increasingly  successful  in  such 
efforts  and  are  determined  to  maintain  this 
momentum. 

New  infrastructure  to  support  innovation  and 
technology  is  progressing  well.  Phase  I  of  the 
Cyberport  has  an  occupancy  rate  of  80%.  Our 
Science  Park  is  up  and  running.  Occupancy  there 
is  very  satisfactory,  with  16  tenants  from  Hong 
Kong  and  overseas,  notably  Silicon  Valley  signed 
up  and  more  in  the  pipeline.  We  are  beginning  to 
see  a  clustering  of  electronics  and  integrated 
circuit  design  companies  there.  The  research 
capability  of  our  universities  is  also  being 
enhanced  through  the  Applied  Science  and 


Uh  hnolog)  Research  Institute  to  be  housed  at  the 
5«  u  ru  e  Park 

I  he  promotion  ol  entrepreneurship  is  a 
cornerstone  ol  our  innovation  and  technology 
program  Good  technological  developments  are 
onl)  worthwhile  ii  they  are  commercialized  and 
applied  to  industry  The  Hong  Kong  Science  and 
rechnology  Parks  Corporation  will  increase  the 
uptake  of  its  incubation  program  to  LOO  annually. 

We  also  need  to  improve  the  quality,  design 
and  creativity  of  products  or  services  provided  to 
the  local  market,  as  well  as  markets  around  the 
world,  including  the  Mainland.  Branding  is 
important,  as  is  design.  Good  design  is  essential 
for  successful  branding.  Hong  Kong  has  been  a 
regional  leader  in  the  design  field.  In  September, 
we  will  open  a  Hong  Kong  Design  Center  that 
will  help  our  design  professionals  to  promote 
their  work  and  talent  and  raise  our  international 
profile  in  this  area. 

The  restructuring  taking  place  will  not  be 
easy.  But  it  is  worth  remembering  that  Hong 
Kong  has  faced  such  challenges  twice  before  -  in 
the  1960s  and  1980s  -  and  both  times  Hong 
Kong  people  have  proved  to  the  world  we  have 
the  drive,  talent  and  entrepreneurial  flair  to 
succeed  and  further  improve  our  lives. 

We  are  now  faced  with  a  third  economic 
restructuring  that  is  probably  the  most  difficult 
yet.  But  we  have  our  strengths  and  our 
competitive  advantages.  I  and  my  colleagues  will 
push  forward  our  policy  initiatives  to  ensure  that 
a  successful  restructuring  can  be  completed  in 
the  shortest  possible  time.  I  have  no  doubt  that 
we  will  once  again  be  successful  in  overcoming 
the  challenges  and  difficulties  that  lie  ahead  to 
lay  the  foundations  for  an  even  brighter  future. 
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Tung  Chee  Hwa 


Overview 


2001  -  2002 

•  The  second  and  final  phase  ot  interest  rate 
deregulation  covering  Hong  Kong  Dollar 
savings  and  current  accounts  took  effect  from 
July  3,  2001,  allowing  banks  to  compete  for 
deposits  freely  on  the  basis  of  price  and 
product  innovation.  The  first  phase  was 
instituted  a  year  earlier. 


•  On  Jul\'  11.  the  Chief  Executive  met 
President  George  W  Bush  at  the  White  House 
and  other  key  US  governmental  and  political 
leaders  during  a  two-da)  visit  to  the  US  capital. 

•  I  long  Kong  celebrated  on  July  1  3  when  China 
won  the  right  to  host  the  2008  Olympic  Games. 

•  The  Chief  Secretary  for  Administration, 
during  a  duty  visit  to  the  United  States, 
i  spressed  shock  and  sadness  at  the  deadly 
terrorist  attacks  on  September  1  I.  The  attacks 
occurred  shortly  after  Mr  fsang  and  his 
delegation  had  flown  to  the  I  s  capital  from 
New  York.  I  he  next  day,  at  a  meeting  with  US 
Secretar)  ol  State  (  olin  Powell.  \lr  Tsang 
extended  deepest  condolences  to  the 
.American  people  on  behall  ol  Hong  Kong. 

•  The  Global  Summit  ol  Women  2001  was 
held  in  Hung  Rung  in  mid  Septembei  as  was 
the  World  Services  (  ongress  2001. 


•  The  Government's  Electronic  Service 
Deliver)  Scheme  received  first  prize  under 
the  Public  Services  and  Democracy  category 
of  the  internationally  acclaimed  'Stockholm 
Challenge  Award'  in  Stockholm,  Sweden. 

•  The  World  Economic  Forum  held  its 
prestigious  East  Asia  Economic  Summit  in 
Hong  Kong  in  late  October,  2001 . 

•  In  his  fifth  Policy  Address,  the  Chief 
Executive,  Mr  Tung  Chee  Hwa,  highlighted  a 
number  of  measures  to  help  Hong  Kong 
adjust  to  the  changing  global  environment. 
Mr  Tung  focused  on  five  key  areas: expanding 
investment  in  education  and  upgrading 
human  resources;  upgrading  hard  and  soft 
infrastructure;  enhancing  the  quality  of  the 
living  environment;  relieving  hardships  and 
creating  jobs;  and,  improving  the  quality  of 
government  administration. 


•  Among  initiatives  announced  was  a 
decision  to  introduce  a  new  accountabilit) 
system  for  principal  officials  and  plans  to 
spend  HKS600  billion  (US$77  billion)  on 
major  infrastructure  programs  over  the  next 
10  to  I  i 
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•  I  long  Kong's  Commissioner  For  Narcotics, 
\lis  (  larie  I  o,  the  2001/2002  President  of  the 
l  inancial  Action  lask  Force  on  Mone) 
laundering  (\  \ll  i.  presided  at  a  two-da) 
extraordinar)  Plenar)  Meeting  of  the  group  in 
Washington  IK  .  to  diseuss  ways  to  combat 
terrorist  financing  in  response  to  the 
Septembei  1  I  attacks  m  the  United  Mans 
During  the  meetings  on  October  2*-)-  30.  the 
FATF's  remit  was  widened  to  include 
international  measures  to  deny  terrorists 
access  io  kinds. 


•  In  November,  the  Chief  Executive  opened 
the  INTEGER  Hong  Kong  Pavilion,  a  joint 
project  with  the  United  Kingdom  government 
and  private  companies  to  demonstrate  how 
intelligent  and  greener'  flats  could  be  built  in 
Hong  Kong  today  to  meet  tomorrows  needs. 

•  Survey  results  released  by  the  Hong  Kong 
Census  and  Statistics  Department  on 
November  6  found  that  in  2001  there  were  a 
record  3  237  regional  operations  in  Hong 
Kong  -  2  293  regional  offices  and  944  regional 
headquarters.  The  number  continues  to  grow. 

•  The  world's  multi-lateral  trading  system 
ushered  in  a  new  era  when  China's  accession 
to  the  World  Trade  Organization  was  formally 
approved  at  the  Fourth  WTO  Ministerial 
Conference  in  Doha,  Qatar,  on  November  10, 
2001.  The  decision  was  welcomed  in  Hong 
Kong,  where  GDP  is  expected  to  grow  by  an 
extra  0.5%  per  annum  as  a  result  of  greater 
trade  with,  and  investment  in,  the  Mainland. 


China  was  formally  admitted  to  the  WTO  in 
December  2001. 

•  Hong  Kong  was  rated  the  world's  freest 
economy  for  the  eighth  consecutive  year  in 
the  2002  Index  of  Economic  Freedom  report 
released  on  November  12  by  the  influential 

I  lei  itagc  Foundation  of  the  US. 

•  Hong  Kong  played  host  to  two  major 
international  events  in  November  -  the  12th 
World  Productivity  Congress  and  the  14th 
General  Meeting  of  Pacific  Economic  Co- 
operation Council. 

•  On  December  10,  2001,  work  was 
completed  on  Stage  One  of  a  major  sewage 
tunnel  system  -  the  Harbor  Area  Treatment 
Scheme  (HATS)  -  that  will  greatly  improve 
water  quality  in  the  harbor  by  intercepting 
and  treating  up  to  70%  of  the  sewage 
currently  entering  the  harbor. 

•  The  government  announced  on  December 

I I  the  formation  of  the  Hong  Kong  Logistics 
Development  Council  (LOGSCOUNCIL)  to 
help  Hong  Kong  develop  further  as  an 
integrated  logistics  hub  linking  the  Mainland 
and  the  world. 

•  Figures  released  on  January  8,  2002,  by 
Invest  Hong  Kong  showed  that  the 
department  had  attracted  and  helped  99 
foreign  companies  to  set  up  or  expand 
operations  in  Hong  Kong  in  2001,  generating 
total  investment  of  HK$3.5  billion  (US$450 
million)  and  creating  over  1  500  jobs. 


Hong  Kong  Special  administrative  Region  Government 


•  The  Court  of  Final  Appeal  ruled  on  January 
10  that  the  majority  oi  a  group  of  about  5  000 
Mainland  people  claiming  the  right  of  abode 
did  not  have  the  right  to  live  permanently  in 
Hong  Kong.  On  the  same  day,  Mainland 
authorities  announced  a  grace  period  for  those 
who  had  entered  or  remained  illegally  in  Hong 
Kong  but  had  lost  then  case  to  allow  them  to 
return  without  sanction  to  the  Mainland 
before  March  31,  2002  . 

•  A  report  released  by  the  government's 
Economic  Analvsis  Division  on  January  24 
found  Hong  Kong  was  rated  fourth  ol  seven 
selected  cities  surveyed  on  the  cost  of  living 
for  expatriates.  The  most  expensive  cit\  was 
Tokyo,  followed  by  New  York  and  London. 
Singapore  was  fifth  followed  by  Shanghai  and 
Taipei. 

•  More  than  300  delegates  and  observer 
organizations  from  member  jurisdictions  of 
the  Financial  Action  Task  Force  on  Money- 
Laundering  (FATF)  met  in  Hong  Kong  from 
January  30  to  February  1  for  an  FATF  Plenary 
Meeting  that  was  followed  by  a  Special  Forum 
on  Terrorist  Financing  on  February  1  attended 
by  representatives  from  more  than  55 
jurisdictions. 


September  11  terrorist  attacks,  had  been  held 
outside  the  W'LF's  home'  in  Davos. 
Sw  itzerland. 

•  The  Chief  Executive,  Mr  Tung  Chee  Hwa. 
was  on  March  4.  2002,  appointed  by  the 
Central  People's  Government  to  serve  a 
second  term  from  |ulv  1,  2002  to  June  30, 
2007.  Mr  Tung  was  returned  uncontested 
following  the  close  ol  nominations  for  the 
Chief  Executive  election  on  February  28. 
2002. 

•  The  Financial  Secretary.  Mr  Antom  Leung, 
delivered  his  first  Budget  on  March  6,  2002. 
revealing  that  Hong  Kong's  GDP  had  grown 
by  0.1%  in  2001  and  was  forecast  to  grow  by 
1.0%  m  2002. 

•  The  worlds  largest  free  newspaper  group, 
Metro  International  S  A,  announced  on  April 
15  that  it  would  establish  its  Asia  Pacific 
headquarters  in  Hong  Kong  alter  launching 
its  first  Asian  edition  in  Hong  Kong  that  day 
Metro  International  S  A  publishes  23  editions 
in  15  countries  and  is  a  publicly  listed 
company  on  the  NASDAQ  and  Stockholm 
stock  exchange. 

•  The  Chiel  Executive,  Mr  Tung  Chee  Hwa, 
on  April  17  unveiled  details  ol  a  new 
accountability  swem  for  principal  officials  to 
improve  the  aci  ountability  ol  the  government 
and  provide  a  more  lot  used  approach  to 
polic)  formulation  and  implementation. 

•  Hong  Kong  International  Airport  was 
awarded  the  accolade  ol  world's  best  airport. 
for  the  second  year  running,  by  the  British  air 
travel  industry  research  compan)  Skytrax 
Resean  h  on  \U\  9  1001 


•  The  Financial  Secretary  Mr  Antom  Leung, 
led  the  Hong  Kong  delegation  to  the  annual 
World  Economic  Forum  (Wl  I  I  meetings  in 
New  York  from  January  Jl  to  Februar)  4  h 
was  the  hisi  nine  the  influential  meetings, 
In  LI  m  New  York  as  a  mark  ol  respeel  lor  the 


/  ooking  ha<  k ... 

2001 

•  In  July  1000.  I  long  Kong.  (  lima  was 
elected  vice  <  hail  ol  the  Wot  hi  (  ustoms 
Organization  for  the  first  lime. 


Oven icw  it  ontinued) 


•  Iwo  people  died  and  4S  were  injured  when 
Mainland  migrants  seeking  the  right  oi  abode 
m  Hong  Kong  set  fire  to  an  office  in  the 
Immigration  towei  on  August  2,  1000  Oneoi 
those  who  died  was  .1  Senioi  immigration 
Officer,  while  25  ol  the  injured  were 
Immigration  Department  staff. 

•  Hong  Kong  I  niversit)  Vice-Chancellor 
1  heng  Yiu-chung  and  .1  Pio-\  ice-Chancellor 
Wong  Siu-lun  resigned  on  September  6,  2000. 
following  allegations  that  they  had  tried  to 
inhibit  the  academic  freedom  ol  a  university 
academic  cam  ing  out  public  opinion  polls  on 
the  government.  During  a  public  hearing  into 
the  matter,  both  men  vigorously  denied  they 
had  tried  to  restrict  the  polling  work 

•  More  than  1.33  million  people  took  part  in 
the  Legislative  Council  elections  on 
September  10.  2000 

•  Hong  Kong  took  part  in  its  first  Olympic 
Games  as  'Hong  Kong,  China'  at  the  2000 
Olympics  in  Sydney  in  September. 

•  The  Education  Commission  announced  in 
September  2000  a  blueprint  for  the 
development  of  education  in  the  21st  Century, 
giving  priority  to  students  to  enjoy  learning, 
enhance  effectiveness  in  communication  and 
develop  creativity  and  a  sense  of  commitment. 

•  In  October,  Hong  Kong  was  elected 
President  of  the  Financial  Action  Task  Force 
on  Money  Laundering  for  2001/2002  in 
recognition  of  ongoing  efforts  by  the  SAR  to 
combat  money  laundering. 

•  The  Mandator)1  Provident  Fund  System  - 
a  compulsory  retirement  savings  scheme  - 
was  launched  on  December  1,  2000.  The 
system  will  provide  retirement  protection  for 
Hong  Kong's  workforce  and  help  to 
considerably  broaden  and  deepen  Hong 
Kong's  fund  industry. 

•  The  International  Monetary  Fund 
established  a  sub-office  in  Hong  Kong  in 


January  2001  10  enhance  surveillance  and 
economic  developments  in  the  region. 

•  Following  tin'  retirement  ol  Mrs  Anson 
Chan,  the  then  I  inancial  Secretary  Donald 
Tsang  Yam-kuen  was  on  February  L5  named 
as  the  new  (  hiel  Secretary  foi  Administration 
wiih  effect  from  May  I,  2001.  Executive 
Councilor  and  banker  Antony  Leung  Kam- 
chung  was  named  as  the  new  Financial 
Secretary  with  effect  from  the  same  date. 

•  Hong  Kong's  film  industry  celebrated 
international  success  by  claiming  four  Oscars 
for  the  martial  arts  classic  Crouching  Tiger, 
Hidden  Dragon  at  the  73rd  Annual  Acadcim 
Awards  on  March  26,  2001. 

•  The  European  Union  announced  that  from 
April  10.  2001,  HKSAR  Passport  holders 
would  be  given  visa-free  access  for  visits  up 
to  three  months. 


•  Hong  Kong  launched  its  new  international 
brand  -  a  powerful  and  energetic  dragon  - 
at  the  prestigious  FORTUNE  Global  Forum 
held  in  Hong  Kong  in  May.  The  new  brand 
and  brandline  Asia's  world  city'  would  be 
used  to  promote  Hong  Kong  internationally 
in  a  more  consistent  and  focused  manner. 

•  In  June  2001,  hundreds  of  newspaper  and 
media  executives  from  around  the  globe 
gathered  in  Hong  Kong  for  the  World 
Newspaper  Congress. 
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1999-2000 

•  In  the  wake  of  the  financial  crisis,  the  Hong 
Kong  Monetary  Authority  in  Julv  looo 
announced  a  three-year  reform  program  to 
further  enhance  competitiveness,  efficiency 
and  competition  in  the  banking  sector. 

•  Three  people  died  and  215  were  injured 
when  a  China  Airlines  MD-1 1  crash-landed  at 
Hong  Kong  International  Airport  during  gale 
force  winds  and  torrential  rain  brought  on  by 
Typhoon  Sam  on  August  22.  L999. 

•  In  November  1999,  the  HKSARG  and  The 
Walt  Disne)  (  ompan)  announced  plans  to 
build  a  Disney  theme  park  and  destination 
resort  on  Lantau  Island.  The  126-hectare 
project,  due  to  open  in  2005.  is  a  central 
element  in  Hong  Kong's  plans  to  upgrade  its 
tourism  facilities  and  attractions  to  remain  the 
most  popular  destination  in  Asia. 

•  The  Tracker  Fund  of  Hong  Kong  -  set  up  to 
dispose  of  shares  acquired  during  the  August 
1998  stock  market  incursion  -  was  launched 
on  November  12.  1999,  after  being 
oversubscribed  by  almost  !i\e  times 

•  The  Stock  Exchange  of  Hong  Kong  Ltd 
(SEHK)  entered  into  a  strategic  alliance  with 
\  ^SDAQ-AMl  \  that  would  allow  companies 
listed  on  the  US  counter  to  be  traded  on  the 
SEHK  to  facilitate  around-the-clock  trading  ol 

StO(  ks 

•  Also  in  November,  the  Growth  Enterprise 
Market  (GEM)  -  modeled  on  the  NASDAQ  - 
was  launched  by  the  SEHK  to  provide  growth 
and  emerging  companies  with  ad  ess  to  funds 
from  the  investing  public 

•  The  first  District  C  ouncil  elections  ol  the  Hong 
KongSAR  were  held  on  November  28.  1999. 

•  I  he  1  egislative  (  ouncil  voted  on  Decembei  2 
1999,  to  abolish  the  two  municipal  councils  to 
streamline  the  provision  ol  food,  hygiene 
leisure  and  cultural  sen  i<  es 


•  The  Court  ol  Final  Appeal  upheld  laws 
making  it  a  criminal  offence  to  desecrate  oi 
defile  the  national  and  regional  Hags.  The 
unanimous  ruling  by  the  five  CIA  judges 
which  was  handed  down  on  December  15 
confirmed  that  the  flag  laws  were  consistent 
with  the  guarantee  oi  free  speech  in  both  the 
Basic  Law  and  the  International  Covenant  on 
Civil  and  Political  Rights. 

•  In  February  2000.  The  Chief  Executives 
Commission  on  Strategic  Development 
released  its  report  on  the  long-term  economic 
development  of  Hong  Kong.  The  report 
found  that  Hong  Kong  needed  to  do  more  in 
four  key  areas: strengthen  links  with  the 
Mainland:  enhance  competitiveness;  improve 
the  quality  of  life;  and.  reinforce  Hong  Kong's 
identity  and  image  locally  and  abroad. 

•  Hong  Kong's  stock  and  futures  exchanges 
and  clearing  houses  were  merged  into  a  single 
entity  on  March  6,  2000  -  Hong  Kong 
Exchanges  and  Clearing  Ltd  -  to  rationalize  the 
operation  ol  the  securities  and  futures  markets 
and  boost  the  efficiency  ol  the  local  bourse. 

•  Taiwan  announced  plans  to  establish  small 
scale  direct  links  with  two  Mainland  ports  - 
the  first  direct  links  since  1949  I  he  decision 
was  expect  to  have  little  impact  on  Hong 
Kong  where  cross-straits  trade  accounted  for 
o'    ol  trade  volumes. 


•  Four  national  treasures  taken  from  (  hina 
in  the  Nth  Century  were  auctioned  in  Hong 


Chen  iew  u  ontinued) 


Kong  in  earl)  Ma)  2000,  sparking  calls  For 
laws  in  the  s  \R  to  protect  cultural  relics 
I  line  Mainland  enterprises  paid  a  total  ol 
HK$  >2  5  million  i .1  S$6  i  million)  For  the 
relics  -  three  bronze  animal  heads  and  a 
hexagonal  Qing  Dynast)  vase  -  which  were 
returned  to  Beijing  For  public  display 

•  \  new  package  oi  measures  was  announced 
in  Ma)  2000  to  improve  air  quality  by 
providing  incentives  to  hasten  the 
introduction  ol  cleaner  vehicles  and  Fuel  and 

to  signilicanth  reduce  harmlul  emissions  h\ 
diesel  vehicles. 

•  The  Secretar)  For  [ustice,  1  Isie  Leung  Oi- 
see,  61,  was  reappointed  on  May  16,  2000.  for 
a  Further  two-year  contract. 

•  The  US  Congress  voted  on  May  24  to  grant 
Permanent  Normal  Trade  Relations  status  to 
China  as  part  of  the  Sino-US  deal  on  the 
Mainland's  accession  to  the  World  Trade 
Organization. 

] 998 -1 999 

•  The  new  Hong  Kong  International  Airport  at 
Chek  Lap  Kok  opened  to  air  traffic  on  July  6, 
1998.  The  airport  was  the  centerpiece  of  an  eight- 
year,  US$20  billion  infrastructure  program  to 
maintain  Hong  Kong's  role  as  a  leading  regional 
transport  and  communications  hub. 

•  The  opening  of  the  airport  was  initially 
plagued    with    technical    problems    that 


disrupted  passengei  and  baggage  handling 
and  air  cargo  processing  services.  However, 
the  airporl  quickly  established  its  credentials 

as  one  oi   the  world's   most   modern  and 

efficient,  winning  accolades  From  engineers 
and  the  travel  industr) 

•  Hong  Kong  was  hit  hard  b)  the  Fallout 
from  the  Asian  Financial  crisis  in  1998,  when 
GDP  contracted  by  5.1%  -  the  first  lull -yeai 
contraction  since  records  started  in  1961. 

•  A  liquidity  crunch  caused  b)  the  financial 

crisis  created  conditions  for  a  massive  and 
sustained  speculative  attack  against  the  Hong 
Kong  Dollar  and  stock  markets  in  August 
1998.  This  prompted  a  defensive  operation  by 
the  HKSARG,  which  spent  HKS118  billion 
(I  SS15.1  billion)  buying  the  constituent 
stocks  of  the  Hang  Seng  Index. 

•  The  defensive  actions  prevented  a 
meltdown  of  the  economy  and  saved  Hong 
Kong's  linked  exchange  rate  to  the  US  Dollar 
under  the  currency  board  system  from 
collapse. 

•  Following  a  landmark  Court  of  Final 
Appeal  (CFA)  ruling  on  the  right  of  abode  on 
January  29.  1999,  a  government  survey 
subsequently  found  that  up  to  1.67  million 
people  would  be  newly  eligible  under  the 
ruling  on  permanent  residency  in  Hong  Kong 
over  the  next  decade. 
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•  Such  a  serious  social  and  financial  impact, 
and  the  fact  the  matter  could  not  be  resolved  by 
Hong  Kong  alone,  prompted  the  government  in 
May  1999  to  ask  the  State  Council  seek  an 
interpretation  of  the  Basic  Laws  right  of  abode 
provisions  from  the  Standing  Committee  ol  the 
National  Peoples  Congress 

•  The  Standing  Committee's  June  L999 
interpretation  on  who  was  entitled  to  the  right 
ol  abode  in  the  Hong  Kong  SAR  was 
subsequently  upheld  as  lawful  and 
constitutional  by  the  CFA.  Court  i.ms 
relating  to  this  issue  continued  to  be  heard  by 
the  CFA  well  into  2002. 

•  The  HKSARG  opened  a  liaison  office  m 
Beijing  in  March  1999  lo  facilitate  contacts 
between  the  HKSARG  and  the  Central 
Government. 

•  Also  in  March  1999  the  Chief  Executive, 
Mr  Tung,  announced  that  the  Chief  Secretary 
lor  Administration,  Mrs  Anson  Chan,  would 
sta)  in  her  position  for  another  IVi  years  after 
she  reached  the  retirement  age  ol  60  in 
January  2000.  Mrs  Chan  left  government 
service  in  April  2001. 

J  997 -1998 

•  Dignitaries  from  around  the  world  gathered 

in  Hong  Kong  to  witness  the  reunification  ol 
1  long  Kong  and  the  establishment  ol  the  I  long 
Kong  special  Administrative  Region  ol  the 
People's  Republic  ol  China  on  |uly  1,  1997. 

•  The  Basic  Law,  Hong  Kong's  constitutional 
document,  came  into  effect  guaranteeing 
Hong  Kong's  \\a\  ol  life  for  50  years  aftei 
1997.  Hong  Kong  people  were  responsible  for 
the  running  of  their  own  affairs,  with  the 
exception  ol  defense  and  foreign  affairs 

•  The  (  ourl  ol  Final  Appeal  ((  FA),  the  S  VR's 
highest  appellate  court,  was  set  up  on  |uly  I. 
It  heard  Us  lusi  application  loi  lea\e  lo  appeal 
in  Septembei  1997  and  its  firsl  substantive 
appeal  in  December  1()>>V    Judges  from  other 


common  law  jurisdictions  have  sat  on  the 
L  FA's  lull  bench  ol  live  judges. 

•  The  World  Bank/IMF  held  its  annual 
meetings  in  Hong  Kong  in  Septembei  1997. 

•  The  Asian  financial  crisis  hit  in  October 
1997,  causing  a  steep  plunge  in  stock  market 
capitalization  and  property  prices.  The  Hong 
Kong  Dollar  also  came  under  speculative 
attack. 

•  A  new  strain  of  avian  flu,  detected  for  the 
first  time  in  humans  in  August  1997,  led  to 
the  death  ol  six  people.  The  government 
ordered  the  slaughter  of  1.5  million  chickens 
over  three  days  in  December  1997,  prompting 
the  World  Health  Organization  to  say  that  the 
actions  had  prevented  a  global  pandemic. 

•  Records  tumbled  in  the  first  Legislative 
Council  (Leg(  o)  elections  ol  the  HKSAR  held 
on  May  24,  1998  -  record  number  ol 
candidates  (166),  record  number  ol  voters 
(  1.49  million),  record  turnout  rate  (5  3%)  and 
record  voter  registration  (2.8  million).  All  60 
Leg(  ci  seats  retui  ned  b)  elec  tions 

•  High-powered  Hong  Kong  Guangdong 
|oini  C  ooperation  (  onference  set  up  to 
comprehensive!)  strengthen  cooperation  with 
Guangdong  Province  and  improve  co- 
ordination in  the  booming  Pearl  River  Delta 
area  on  a  range  ol  issues  such  as  trade  and 
economics  infrastructure  development, 
transport  links  and  people  Hows 
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Hong  Kong  is  still  a  better,  easier,  saner,  more 
honest  place  to  do  business  than  almost 
anywhere  else  in  Asia  I'OIUUXl  M<ig<icme 
in  (i  covei  stor)  ailed  "Who  needs  Hong  Kong?', 
\lw\   13,2002 

At  the  end  ol  200] .  our  overall  assessment 
remains  that  'One  c  ountry,  Fwo  Systems'  is 
working  well  in  practice.  There  have  been 
challenges  and  difficulties.  But  as  events  over 
the  past  six  months  have  shown  the  SAR 
Government  has  by  and  large  exercised  the 
high  degree  of  autonomy  promised  under  the 
Joint  Declaration  and  the  Basic  Law,  including 
on  issues  of  considerable  sensitivity.  -  UK's 
Six-monthly  Report  on  Hong  Kong,  July - 
December  2001.  Foreign  and  Commonwealth 
Office,  March2002 

The  people  of  Hong  Kong  continue  to 
enjoy  a  tradition  of  free  speech  and  free  press. 
Political  debate  is  dynamic  and  raucous... 
A  wide  and  diverse  range  of  opinions, 
including  those  critical  of  the  Hong  Kong  and 
PRC  governments,  are  routinely  aired  in  the 
mass  media  and  public  fora.  -  US  Speaker's 
Task  Force  on  the  Hong  Kong  Transition,  Ninth 
Report,  January  30,  2002 

More  than  90%  of  1  648  companies 
surveyed  believed  economic  performance  in 
Hong  Kong  over  the  next  three  years  would  be 
good  to  satisfactory.  -  Business  Confidence 
Survey  2001,  published  by  The  Better  Hong 
Kong  Foundation  and  International  Hong  Kong, 
January  29,  2002. 

Hong  Kong  was  again  rated  the  most 
Favorable  place  in  Asia  for  foreign  investors. 
-  Political  and  Economic  Risk  Consultancy 
upon,  December 2001. 

1  do  not  believe  any  cities,  even  Shanghai, 
can  be  compared  [with  Hong  Kong]  as  a 
regional  financial  center  in  the  foreseeable 


future.  —  (  hina's  chief  trade  negotiator,  Mi  Long 
Yongtu,  speaking  at  a  Hong  Kong  General 
(  hambei  oj  (  ommerce  lunch,  South  (  limn 
Morning  Post,  Novembei  2l),  200] 

I  long  Kong  is  fortunate  to  occupy  a 
global  crossroads.  It  sits  at  the  rapidly 
evolving  hub  of  Asia's  information  highway  at 
a  time  when  communications  through 
satellites,  trans-oceanic  cables  and  mobile 
devices  are  exploding.  It  sits  at  the  center  ol 
Asia's  publishing  industry  at  a  moment  when 
the  demand  for  unfiltered  information  is 
surging.  And  it  sits  at  the  doorstep  of  the 
Mainland  marketplace  at  a  time  when  it  is 
poised  for  rapid  expansion  following  WTO 
accession.  -  US  Consul  General  in  Hong  Kong 
Michael  Klosson,  November  2001 

I  long  Kong  was  named  'Asia's  Best  City' 
for  the  second  consecutive  year  and  was  the 
only  city  in  Asia  in  the  Top  10  list  in  the 
annual  World's  Best  Awards  readers'  survey. 
-  Travel  +  Leisure  Magazine,  August  2001 

Looking  back  ... 

Hong  Kong  is  Exhibit  A  in  the  case  for  global 
interdependence  and  its  benefits.  -  Former  US 
President  Bill  Clinton,  FORTUNE  Global 
Forum,  Hong  Kong,  May  10,  2001 

I  would  like  to  reiterate  that  it  is  the  long- 
term  basic  state  policy  of  the  Chinese 
Government  to  implement  the  principles  of 
'One  Country,  Two  Systems',  'Hong  Kong 
people  administering  Hong  Kong'  and  a  high 
degree  of  autonomy.  The  Chinese 
Government  will  never  waver  or  change  this 
policy  come  what  may.  -  President  Jiang 
Zemin's  opening  address  at  the  FORTUNE 
Global  Forum,  May  8,  2001 
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This  is  a  great  honor  to  me,  to  Hong  Kong 
and  to  Chinese  people  all  over  the  world. 

-  Hong  Kong  Oscar  winner  Peter  Pan  Tak-hci 
after  receiving  the  Academy  Award  for  Best 
Cinematography  in  the  martial  arts  classic 
'Crouching  Tiger.  Hidden  Dragon',  March  26, 
2001 

Hong  Kong  is  still  the  best  place  in  Asia  to 
run  a  business.  -  Editorial,  Asian  Wall  Street 
Journal,  January  11,  2001 

It's  the  right  thing  to  do.  -  US  Senate 
Majority  Leader  Trent  Lott  on  why  the  Senate 
\oted  to  grant  Permanent  Normal  Trade 
Relations  to  China.  September  19,  2000 

Put  in  proper  perspective,  the  SAR  still  has 
one  of  the  world's  best  records  on  human 
rights,  and  far  out-performs  most  of  its  Asian 
neighbors.  The  post-handover  administration 
certainlj  deserves  credit  for  maintaining  these 
standards.  -  Editorial,  Asian  Wall  Street 
journal.  February  29,2000 

We  are  strengthening  the  links  between 

two  important  global  financial  centers  The 
agreement  we  have  signed  with  the  Stock 
Exchange  of  Hong  Kong  (SEHK)  takes  us  a 
major  step  closer  to  fulfilling  the  need  for 
global  capital  information  and  liquidity 
requirements  and  to  provide  worldwide. 
instant  price  discovery  and  trade  execution  in 
a  fair,  orderly,  low-cosl  and  well-regulated 
environment  without  time-zone  limitations 

-  Frank  G  Zaib.  NASD  chairman  and  chiej 


executive  officer,  on  an  agreement  to  co-list 

shares  on  the  NASDAQ  and  SEHK.  December 
13,1999. 

Hong  Kong  International  Airport  at  Chek 
Lap  Kok  is  one  of  the  10  most  remarkable 
construction  achievements  of  the  20th 
Century.  -  Concxpo-COS I AGG  construction 
achievement  awards  of  the  century,  March  1999. 
Hong  Kong's  airport  was  the  only  Asian 
achiever  in  a  list  that  included  the  Panama 
Canal,  the  Channel  Tunnel  and  Egypt's  Aswan 
High  Dam 

1  have  lived  here  long  enough  to  know 
that  Hong  Kong  will  always  spring  surprises 
on  you.  But  my  time  here  taught  me  one 
certainty  -  that  you  underestimate  the  talent 
and  resilience  of  Hong  Kong  people  at  your 
peril.  Hong  Kong  people  have  always  risen  to 
a  challenge.  And  1  believe  they  will  continue 
to  build  one  of  the  great  cities  of  the  world. 
-  HSBC  Holdings  chairman  Sir  William  Purves, 
reflecting  on  his  more  than  40  years  in  Hong 
Kong,  The  Asia  Society,  May  26,  1998 
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Overall,  .'in  view  remains  thai  the  concept  oj 
( >ne  (  ount)  \.  Two  Sy  stems'  >-.  an  eve]  yday 
reality  in  Hong  Kong  The  rule  oj  law  and  the 
independence  oj  the  judiciary,  which  are  so  vital 
to  Hong  Kong's  success,  are  being  upheld 
I  ssential  rights  and  freedoms  are  being 
protei  ted,  and  <  hallenges  to  them  lidh  and  freely 
debated.  -  UK  Secretary  oj  State  for  Foreign 
and  Commonwealth  Affairs  Mr  Jack  Straw, 
Six-monthly  Report  on  Hong  Kong,  July- 
Deeemhei  2001.  presented  to  the  British 
Parliament.  March  2002 

Most  Western  analysts  conclude  today  that 
the  One  Country,  Fwo  Systems'  has  permitted 
Hong  Kong  to  maintain  its  unique  character. 
Long-term  success  depends  on  preserving  the 
quality  and  integrity  oj  Hong  Kong's  outstanding 
cadre  of  civil  servants,  the  rule  oj  law  and  an 
independent  judiciary  ...-  US  Speakers  Task 
lone  on  the  Hong  Kong  Transition.  Ninth 
Report,  January  30,2002 

Hong  Kong's  stability  and  continued 
development  as  an  international  city  since 
reunification  in  July  1997  have  depended 
upon  the  successful  implementation  of  the 
principle  of  One  Country,  Two  Systems'.  This 
framework  ensures  that  Hong  Kong  retains  its 
distinct  identity  and  strengths  as  an 
international  business,  financial,  shipping  and 
aviation  center. 

The  four  pillars'  of  Hong  Kong's  success 
remain  as  relevant  and  important  today  as 
they  did  five,  10  or  15  years  ago.  These  are: 
the  common  law  system  upheld  by  an 
independent  judiciary;  the  free  and  unfettered 
flow  of  information;  a  level  playing  field  for 
business;  and,  a  clean,  respected  civil  service. 

The  Basic  Law,  Hong  Kong's  constitutional 
document,  has  provided  the  constitutional 
basis  upon  which  the  Hong  Kong  Special 
Administrative  Region  has  continued  to 


proteel  us  capitalisl  system,  as  well  as  the 
way  of  life,  the  rights  and  freedoms  oi  its 
residents,  rhese  include :  equality  before  the 
law.  private  ownership  of  property,  freedom  ol 
assembly,  freedom  ol  movement,  freedom  ol 
religious  belief,  freedom  of  academic  research 
and  freedom  to  join  trade  unions. 

The  courts  continue  to  administer  justice 
independently,  while  Hong  Kong's  own 
police,  immigration,  customs  and  excise  and 
anti-corruption  officers  have  remained 
responsible  for  maintaining  law  and  order  in 
the  SAR. 

Hong  Kong  continues  to  maintain  its 
previous  economic  system.  It  has  maintained 
its  renowned,  business-friendly,  low-tax 
system  and  its  own  currency,  which  has  been 
linked  to  the  US  Dollar  at  a  rate  of  US$1  to 
HKS7.80  since  October  1983. 

Mainland  leaders  have  scrupulously 
adhered  to  a  hands  off  approach,  allowing 
Hong  Kong  people  to  administer  their  own 
affairs  (except  defense  and  foreign  affairs) 
with  the  promised  high  degree  of  autonomy. 
As  always,  Hong  Kong  people  have  been 
quick  to  speak  up  if  they  have  perceived  that 
their  rights  and  freedoms,  or  the  systems 
underpinning  Hong  Kong  society,  are  in  any 
way  being  compromised  or  undermined. 
Hong  Kong  people  have  taken  very  seriously 
their  role  in  shaping  the  SAR  and  the  society 
in  which  they  live.  This  has  resulted  in 
greater  demands  from  the  public  and  the 
legislature  for  an  open,  accountable  and  more 
efficient  government. 

Hong  Kong  has  continued  to  play  an 
important  role  in  international  affairs. 
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It  remains  an  active  member,  in  its  own  right 
using  the  name  Hong  Kong,  China',  of  the 
World  Trade  Organization,  the  World 
Customs  Organization,  the  Asia-Pacific 
Economic  Cooperation  (APEC)  forum  and  the 
Asian  Development  Bank  and  as  an  assouate 
member  of  the  Economic  and  Social 
Commission  for  Asia  and  the  Pacific  (ESCAP) 
of  the  United  Nations. 

Hong  Kong's  presidency  ol  the  Financial 
Action  Task  Force  (FATF)  on  Monc\ 
Laundering  in  2001-02  allowed  the  SAR  to 
take  a  leading  role  in  the  international  fight 
against  terrorist  financing  in  the  wake  of  the 
September  If  terrorists  attacks  in  the  United 
States.  At  an  Extraordinary  Plenary  Meeting, 
chaired  by  Hong  Kong  in  Washington  DC.  in 
late  October  2001.  the  FATF's  remit  was 
expanded  beyond  money  laundering  to  focus 
expertise  on  a  world-wide  effort  to  combat 
terrorist  financing.  A  wide  range  of  special 
recommendations  adopted  at  the  meeting  will 
deny  terrorists  and  their  supporters  an  ess  to 
the  international  financial  system. 

Representatives  of  the  HKs.AR 
Government  have  also  continued  to 
participate,  as  members  of  delegations  ol  the 
People's  Republic  ol  China,  in  international 
organizations  and  conferences  limited  to 
states,  such  as  the  International  Monetar) 
Fund,  the  World  Intellectual  Property 
Organization,  the  International  (  i\il  Aviation 
Organization  and  the  International 
Telecommunications  Union. 


There  are  more  than  1 30  binding  bilateral 
agreements  between  the  HKSAR  and  over  50 
countries  throughout  the  world.  Areas 
covered  in  these  agreements  include  an 
services,  visa  abolition,  investment  promotion 
and  protection,  surrender  ol  fugitive 
offenders,  mutual  legal  assistance  in  criminal 
matters,  transfer  of  sentenced  persons, 
customs  cooperation,  cooperation  on 
information  technology  and  avoidance  ol 
double  taxation. 

Hong  Kong  has  also  entered  into  non- 
binding  arrangements  with  other  foreign 
states,  regions  and  international  organizations. 
These  arrangements  are  often  in  the  form  ol  a 
memorandum  ol  understanding  and  cover  a 
spectrum  ol  topics  from  cooperation  in 
information  and  communication  technology, 
environmental  protection  to  cultural 
exchanges. 

More  than  200  multi-lateral  treaties  apply 
to  the  Hong  Kong  SAR  (of  which  more  than 
80  do  not  apply  to  the  Mainland).  They  cover 
many  areas  such  as  international  crimes. 
private  international  law.  customs,  marine 
pollution,  science  and  technology,  civil 
aviation,  merchant  shipping,  intellectual 
property,  health,  investment,  trade  and 
industry,  postal  services,  labor  issues,  human 
rights,  transport  and  telecommunications. 

Hong  Kong  is  home  to  a  large  consular 
corps  and  several  important  international 
organizations  At  the  end  ol  March  2002.  there 


15 


One  i  ountry,  rwo  systems  ((  ontinued) 


were  >5  consulates  general  in  Hong  Kong, 
46  honorar)  consuls  and  six  semi-officials 
missions  I  he  I  mud  Nations  High 
i  ommissionei  foi  Refugees,  the  European 
I  nion,  the  Bank  foi  International  Settlements, 
the  international  Monetary  Fund  and  the 
international  I  inance  (.  orporation/World 
Bank  all  maintain  a  presence  in  Hong  Kong 

Political  development 

I  egislative  (  ouncil  elections 

Two  lively  and  hotly-contested  Legislative 
Council  (LegCo)  elections  have  been  held 
since  1997  -  in  May  1  L)Q8  and  September 

2000.  All  60  LegC  o  members  were  returned 
b\  elections. 

The  L998  elections  on  May  24  attracted  a 
record  166  candidates  representing  all 
political  persuasions  and  a  record  voter 
turnout  of  1.49  million  people,  or  53.3%  of  all 
registered  voters. 

The  2000  elections  on  September  10 
attracted  155  candidates  and  a  voter  turnout  of 
1.33  million,  or  43.6%  of  all  registered  voters. 

Issues  dominating  both  elections  mainly 
concerned  the  economy,  housing, 
unemployment,  the  environment  and  how  to 
maintain  Hong  Kong's  competitiveness. 

The  electoral  process  was  open  and  fair 
and  supervised  by  an  Electoral  Affairs 
Commission  headed  by  a  High  Court  Judge. 

The  1998  LegCo  included  10  members 
returned  by  an  800-member  Election 
Committee  representing  various  sectors  and 
strata  of  society;  20  returned  by  geographical 
constituencies  through  direct  elections  and 
30  returned  by  functional  constituencies 
representing  various  sectors  of  the  community 
that  are  substantial  and  important  to  the 
ongoing  development  of  Hong  Kong. 


["he  2000  LegCo  was  formed  In  six 
members  returned  In  the  I  lection 
Committee.  24  returned  b)  geographical 
constituencies  through  direct  elections  and 
10  returned  by  functional  constituencies 

Ihe  next  elections  in  2004  will  comprise 
50  members  returned  by  geographical 
constituencies  through  direct  elections  and 
JO  returned  b\  functional  constituenc  ies 


After  2007,  the  Basic  Law  provides  for  a 
mechanism  to  amend  the  method  of  forming 
the  LegCo.  Hong  Kong  people  may  decide 
how  best  to  achieve  the  ultimate  aim  of 
electing  all  LegCo  members  by  universal 
suffrage  as  stipulated  in  the  Basic  Law. 

The  Chief  Executive  election 

The  term  of  office  for  the  Chief  Executive  is 
live  years,  with  no  more  than  two  consecutive 
terms  allowed  under  the  Basic  Law. 

Hong  Kong's  first  Chief  Executive. 
Mr  Tung  Chee  Hwa,  has  been  returned  to  serve 
a  second  five-year  term  from  July  1,  2002. 

Mr  Tung  was  the  only  candidate 
nominated  for  the  position  during  a  two- 
week  nomination  period  that  ended  on 
February  28,  2002.  Mr  Tung  was  nominated 
by  714  Election  Committee  members. 

As  there  was  only  one  validly  nominated 
candidate,  the  Returning  Officer  Mr  Justice 
Pang  Kin-kee  declared  on  February  28  that 
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Mr  Tung  was  elected  uncontested  under  the 
Chief  Executive  Election  Ordinance. 

The  Electoral  Affairs  Commission  chairman, 
Mr  Justice  Woo  Kwok-hing,  said:  "Our 
Commission  has  fulfilled  our  duties  in  accordance 
with  the  law  All  the  electoral  arrangements  and 
procedures  have  complied  with  the  Basic  Law  of 
the  Hong  Kong  Special  Administrative  Region, 
the  Chief  Executive  Election  Ordinance  and  other 
related  statutory  provisions.  The  election  result  is 
lawful  and  valid." 

The  HKSAR  Government  reported  the 
election  result  to  the  Central  People's 
Government  because  under  the  Basic  Law  the 
Chief  Executive  is  appointed  by  the  Central 
Peoples  Government. 

On  March  4,  2002,  Mr  Tung  was  formally 
appointed  by  the  Central  People's  Government 
to  serve  as  the  second  term  Chiel  Executive. 

Following  his  reappointment,  Mr  Tung 
thanked  the  Central  Peoples  Government  for 
their  confidence  in  him  and  expressed  his 
gratitude  to  members  of  the  Election 
Committee  and  to  the  people  of  Hong  Kong 
lor  their  support. 

Mr  Tung  said:  "In  the  next  five  years,  I  will 
stand  by  and  work  with  the  people  ol  Hong 
Kong.  1  have  heard  your  voices  and  I  know 
your  concerns.  I  will  put  into  action  m\ 
undertaking  to  the  community." 

The  Chiel  Executive  said  he  would  apply 
himself  lulh  to  ensure  that  government 
policies  moved  with  the  nines  He  said  Hong 
Kong  would  be  able  to  take  advantage  ol  the 
rapid  development  ol  the  Mainland,  which 
would  contribute  to  the  restructuring  ol  I  long 
Kong's  economy  and  help  increase 
emplo)  ment  opportunities. 

Accountability  system 

1  ive  years  alter  L997,   One  (  ountry,   rwo 
Systems'  is  firmly  in  place  and   I  long  Kong 


people  running  Hong  Kong'  is  part  ol 
everyday  life. 

With  the  election  of  the  Chief  Executive 
by  an  electoral  college,  a  fully-elected 
legislature  and  an  aggressive,  critical  media, 
government  operations  and  policies  have 
been  subjected  to  increasing  public  scrutiny 
and  pressure. 

In  his  Policy  .Address  in  October  2001, 
the  Chiel  Executive  Mr  Tung  Chee  Hwa 
outlined  the  governments  initial  thinking  on 
ways  to  improve  the  system  of  accountability 
for  senior  officials. 

Detailed  plans  to  take  effect  from  July  1 . 
2002  were  subsequently  unveiled  by  Mr  Tung 
on  April  17,  2002. 

The  new  system  is  designed  to  more 
clearly  define  the  roles,  powers  and 
responsibilities  of  top  government  officials. 
It  would  also  build  on  the  civil  service's 
existing  strengths  such  as  permanency, 
professionalism,  neutrality,  elliciencv  and 
freedom  from  corruption. 

Under  the  present  government  structure, 
civil  servants  play  a  critical  role  in  the 
governing  team.  Policies  are  formulated  by 
Directors  ol  Bureaus  (often  referred  to  as 
Policy  Secretaries)  and  endorsed  by  the 
Executive  Council  (1  xCo).  legislation  and 
public  expenditure  relating  to  such  policy 
initiatives  needs  to  be  scrutinized  and  passed 
by  leg(  o  before  being  implemented  by 
various  bureaus  and  departments. 

During  this  process,  Directors  ol  Bureaus 
have  inevitabl)  taken  on  a  political  role, 
which  docs  not  gel  with  the  traditional  role  of 
the  civil  sen  i<  e 

(  ml  servants  are  generall)  employed  on 
permanent  terms.  I  he  question  is  how  to 
improve  accountabilit)  while  al  the  same 

nine    recognize    the    importance    ol    an 
imp, iiiial.  permanent  civil  service? 


One  <.  ountry,  fwo  systems  u  ontimted) 


rhe  new  system  ol  accountabilit) 
announced  b)  Mr  rung  amis  to  solve  this 
conundrum. 

I  iuk'1  the  new  system,  the  c  hiel  Secretar) 
foi  Administration,  the  1  inancial  Secretar) 
the  Secretar)  foi  lustice  and  Directors  oi 
Bureaus  will  no  longer  be  civil  servants  but 
will  be  appointed  on  contract  terms.  They  will 
be  accountable  to  the  (  hiel  Executive  for  the 
success  oi  failure  of  matters  falling  within 
their  portfolios. 

Significandy,  the)  will  all  be  appointed  to 
the  1  xecutive  c  ouncil  to  play  a  direct  role  in 

the  process  of  deciding  on  government 
policies  as  well  as  collectively  allocating  the 
resources  within  the  government  as  a  whole. 
Because  of  this,  government's  work  will 
become  more  streamlined  and  efficient.  This 
will  also  provide  a  better  co-ordination  in  the 
formulation  and  implementation  of  policies. 

These  new  Principal  Officials  will  assist  the 
Chief  Executive  in  developing  and  shaping 
policies,  overseeing  the  implementation  of 
policies,  monitoring  the  delivery  of  services  by 
executive  departments  and  explaining 
developments  within  their  portfolios  to  gain 
public  support. 

They  will  respond  to  LegCo  questions, 
introduce  bills  and  take  part  in  LegCo  motion 
debates.  They  will  attend  meetings  of  LegCo 
Panels,  subcommittees  and  committees  to 
participate  in  discussions  on  important  policies. 

The  new  accountability  system  is 
consistent  with  the  Basic  Law  under  which 
Principal  Officials  are  nominated  by  the  Chief 
Executive  for  appointment  by  the  Central 
People's  Government. 

At  the  policy  bureau  level  they  will  be 
supported  by  Permanent  Secretaries,  very 
experienced  senior  civil  servants,  in  analyzing 
and  defending  policies,  steering  executive 
departments  and  managing  human  and 
financial  resources. 


Below  the  policy  bureau  level,  various 
departments  will  remain  responsible  for 
implementing  policies  and  delivering  public 
sen  n  es, 

With  a  clearer  definition  ol  roles,  these 
Principal  Officials  will  operate  at  the  political 
level  while  civil  servants  will  be  loyal  to  the 
government  oi  the  day  and  maintain  political 
neutrality 

I  he  merits  of  the  new  system  are  that  the 
Principal  Officials'  roles  and  responsibilities 
are  better  defined  and  that  they  will  need  to 
be  more  accountable  to  enlist  the  support  ol 
the  legislature  and  the  public. 

The  new  system  responds  to  increasing 
public  calls  for  a  higher  degree  of 
accountability  for  principal  officials,  while 
maintaining  the  structure,  role  and  ethos  of 
the  civil  service.  The  civil  service  system  will 
remain  intact  and  there  will  continue  to  be  a 
permanent,  stable,  meritocratic,  professional 
and  politically  neutral  civil  service. 

The  new  group  of  Principal  Officials  will 
proactively  gauge  public  opinion  and  strengthen 
communication  with  the  public  to  gain  a  better 
understanding  of  community  needs  and  to 
devise  policies  fulfilling  these  needs. 

They  will  work  more  closely  with  the 
legislature,  proactively  seek  the  views 
of  LegCo  members  and  strengthen 
communication  with  the  LegCo  to  ensure 
a  better  working  relationship  between  the 
Executive  and  Legislature. 

The  new  Principal  Officials  will  be  able  to 
focus  more  attention  on  public  demands  and 
needs,  and  will  be  able  to  operate  free  from 
the  restrictions  imposed  on  civil  servants. 
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The  Economy 


Economic  performance 


GDP  Growth  1997-2002 


1997        1998       IQW       2000 


Since  late  1997,  Hong  Kong's  economy 
has  been  grappling  with  a  painful 
restructuring  that  has  seen  asset  prices  drop 
considerably  and  unemployment  rise  to  a 
record  level  ol  over  7%. 

The  bursting  ol  a  property  and  sto<  k 
market  bubble  in  late  L997  and  early  1998 
has  had  a  major  and  prolonged  impact  on 
consumer  sentiment.  Prices  (measured  b\  the 
Composite  Consumer  Price  Index)  have 
dropped  lor  more  than  three  years  and  are 
forecast  to  drop  a  further  2.8%  for  2002  as  a 
whole.  This  is  due,  in  part,  to  the  combined 
effects  of  government  relief  measures  to  help 
lower  costs  in  the  economy 


If  one  issue  has  occupied  the  minds  ol  Hong 
Kong  people  over  the  past  five  years  it  has 
been  the  state  of  the  economy. 

The  Asian  financial  crisis  buffeted  Hong 
Kong  from  late  l1-'1-)?  until  the  end  of  1999. 
A  robust  but  short-lived  recovery  in  2000  gave 
way  to  insignificant  growth  in  2001  on  the 
back  ol  the  global  economic  slowdown. 

Per  capita  GDP  stood  at  HK$187,700 

(US$24. 100i  m  2001.  but  is  still  considerabl) 
lower  than  the  1997  levels  ol  HK$204,007 

(US$26,400). 

Since  1997,  annual  trade  Hows  have 
averaged  HK$2,974  billion,  aboul  $%  lowei 
than  1997  total  trade  ol  HksTOTI  billion. 
I  he  year-on-year  value  ol  total  trade  dropped 
in  19<-)8  and  1999  before  rebounding  sharply 
in  2000  and  dropping  again  in  2001  lotal 
trade  by  value  dropped  by  HK$56  billion,  or 
8%  year-on-year,  in  the  firsl  quartei  "I  -001 


Total  Trade  1997-2001 


3,071       2 


1997        ]  i)i)8        1999       2000       2001 

In  general,  lower  housing  and  office 
rentals  have  helped  boost  Hong  Kong's 
competitiveness  Housing  prices  have 
dropped  by  more  than  50%  oil  their  mid- 
1997  peaks,  while  rentals  have  eased   50%. 

Hong  Kong's  currency,  linked  since  1983 
to  the  I  s  Dollar  al  a  rate  ol  HKS7.80  -  l  S$l, 
has  remained  rock  solid  over  the  past  b\e 
\  eai  s.    In    li  ne    with    US    interest    rates. 


I  he  I  i  onoim  «  ontinued) 


local  interesl  rates  came  down  considerably 
during  2001. 

In  Vugusl  L998,  the  currenc)  came  undei 
speculative  aii.uk  b)  some  aggressive  tnarkel 
players,  ["he  governmenl  took  the 
unprecedented  step  ol  Launching  a  defensive 
incursion  into  the  stock  and  futures  markets 
to  restore  a  level  pla)  ing  field 

During  a  one-month  operation,  the 
governmenl  spent  a  total  ol  HK$118  billion 
(US$15  billion)  buying  the  }5  constituent 
stocks  of  the  Hang  Seng  Index.  The  stocks 
bought  during  that  exercise  have  gradually 
been  put  back  onto  the  market  in  an  orderly 
manner  through  a  Tracker  Fund,  launched  in 
November  1999,  that  tracks  the  movement  of 
the  Hang  Seng  Index 

Financial  sector 

The  financial  sector  has  undergone  major 
reform  and  enhancement  over  the  past  five 
years  to  boost  the  attractiveness  of  Hong  Kong 
as  an  international  financial  center. 

Following  the  1998  speculative  attacks  on 
the  currency,  the  Hong  Kong  Monetary 
Authority  boosted  the  transparency  of  the 
Currency  Board  System  to  help  prevent 
further  manipulation  and  to  provide  a  more 
complete  picture  of  the  strengths  of  the 
reserves  underpinning  Hong  Kong's  currency. 

Reforms  were  also  introduced  to  further 
enhance  competitiveness,  efficiency  and 
innovation  in  the  banking  sector  which  led  to 
the  elimination  of  all  interest  rates  rules. 

To  strengthen  Hong  Kong's  competitiveness 
as  an  international  financial  center,  the 
Financial  Secretary  in  1999  announced  a 
three-pronged  reform  of  the  securities  and 
futures  market. 


Key  elements  ol  the  reforms  have  been  to: 

•  Upgrade  market  infrastructure  by  putting 
in  place  state-of-the-art  trading,  clearing  and 
settlement  facilities  capable  of  further 
integration  with  the  rest  of  the  financial 
markets 

•  Modernize  market  structure  by 
demutualizing  and  merging  the  Exchanges 
and  their  associated  Clearing  Houses  and 
separating  ownership  from  trading  rights. 
The  securities  and  futures  exchanges  and 
clearing  houses  were  merged  and  listed  on 
the  Stock  Exchange  of  Hong  Kong  in  June 
2000. 

•  Consolidate  the  10  Ordinances  governing 
the  securities  and  futures  market  and 
modernize  the  regulatory  framework  for 
maintaining  a  fair,  orderly  and  transparent 
market  on  par  with  international  standards 
and  practices.  The  Securities  and  Futures 
Ordinance,  passed  by  the  Legislative  Council 
in  March  2002,  will  help  to  further  consolidate 
Hong  Kong's  position  as  a  major  international 
financial  center  and  the  premier  capital 
formation  center  for  the  Mainland  of  China. 

A  NASDAQ-style  second  board,  the 
Growth  Enterprise  Market  (GEM)  was 
launched  in  November  1999.  The  GEM 
provides  a  channel  for  emerging  and  growing 
companies,  many  in  the  technology  field,  to 
raise  capital.  At  the  end  of  April  2002,  more 
than  125  companies  with  a  market 
capitalization  of  almost  HK$70  billion  (US$9 
billion)  were  listed  on  the  GEM. 
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In  late  2000.  a  pilot  program  was 
launched  to  allow  the  'live  trading  in  the 
Asian  time  zone  of  seven  leading  NASDAQ 
stocks,  six  of  which  are   technology  or 

biotechnology  counters. 

A  US  Dollar  real-time-gross-settlement 
(RTGS)  payment  system  has  been  well 
received  by  the  financial  community  since  it 
was  launched  in  August  2000.  There  are 
currently  64  direct  and  125  indirect 
participants.  Among  the  indirect  participants. 
84  are  from  overseas. 

Turnover  has  grown  steadily  from  2  700  to 
3  000  transactions  worth  over  US$4  billion  in 
2001  to  more  than  3  000  transactions  with  a 
value  of  USS4.9  billion  by  Januar)  2002. 
Pavmcnt  Ys  Payment  transactions  accounted 
for  about  one  third  of  US  Dollar  RTGS 
turnover  value  in  2001. 

Derivatives  warrants  were  reintroduced 
into  the  market  in  ]anuar\  2002  and  quickh 
re-established  demand,  accounting  for  more 
than  5%  of  dailv  turnover. 


This  privately-managed,  compulsory 
retirement  protection  scheme  has  added 
greater  depth  to  Hong  Kong's  financial 
services  sector  and  has  had  a  positive  affect 
on  the  long-term  development  of  the  bond 
and  securities  markets. 

Under  the  system,  all  employees  aged 
between  18  and  65  (unless  exempt' 
contribute  5%  of  their  monthly  wage,  up  to  a 
maximum  of  HKS1. 000  (USS128).  Their 
contribution  is  matched  by  the  employer. 
Self-employed  people  also  contribute  5  ol 
their  income  to  the  scheme,  subject  to  the 
same  maximum. 

At  the  end  of  its  first  year  of  operation. 
accrued  assets  of  MPF  schemes  had  surged  to 
HKS36  billion  (US$4.6  billion).  By  the  end  of 
April  2002.  92%  of  employers,  96  ol 
relevant  employees  and  85%  of  self-employed 
persons  had  enrolled  in  MPF  schemes. 

MPF  schemes  are  expected  to  inject  up  to 
HKS60  billion  (US$7.7  billion'  annually  into 
the  fund  management  market  b\  20  30. 


To  meet  rising  competition,  a  Task  Force 
on  Financial  Market  Development  led  by  the 
Secretary  for  Financial  Services  was  set  up  in 
2002  to  explore  ways  to  increase  market 
liquidity  by  encouraging  new  players  and 
developing  new  products  and  services. 

Mandatory  Provident  1  und  System 

The  Mandators  Provident  (  unci  (MPF) 
System  was  introduced  in  December  2000  to 
help  Hong  Kong  workers  save  financially  for 
their  futures. 
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2002-2003  Budget 

The  2002-2003  Budget  at  a  glance* 


Total  public  expenditure 


HK$287. 18  billion 
l  SS36.82  billion) 


( iov<  mment  expenditure       HK$259.8  billion 
533.31  billion) 


Government  revenue 


HKS214.6  billion 
billion 


Consolidated  deficit 


Fiscal  1 1 


2  billion 
(billion; 

UK's  }2Vo  billion 
I  billion) 


In  his  first  Budget  since  taking  office  in  Ma) 
2001.  the  Financial  Secretary  Mi  Vntony 
Leung,  outlined  his  vision  for  Hong  Kong's 
economic    development    and    proposed 
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measures  to  restore  fiscal  balance  In  2006-07 
and  reduce  the  share  ol  public  expenditure  in 
the  econom)  \  package  ol  one-ofl  reliel 
measures  to  help  the  communit)  was  also 
announced. 

Budqet 


«j-A 


The  Financial  Secretary  revealed  in  his 
Budget  of  March  6,  2002,  that  Hong  Kong's 
economy  grew  by  0.1%  in  real  terms  in  2001, 
and  was  forecast  to  grow  by  1%  in  2002. 
A  trend  growth  rate  of  3%  in  real  terms  was 
predicted  in  the  medium-term  (from  2002  to 
2006). 

Consumer  prices  fell  by  1.6%  in  2001  and 
were  forecast  to  decline  by  2.8%  in  2002. 
Unemployment  for  2001  as  a  whole  was  5.1% 
but  had  since  risen  to  a  record  high  of  over  7% 
in  early  2002. 

Mr  Leung  said  Hong  Kong  had  to 
capitalize  on  its  strengths  and  needed  to  focus 
on  high-added-value  economic  activities  to 
move  up  the  value  chain.  He  believed  there 
were  four  economic  sectors  in  particular  that 
could  foster  further  economic  development 
and  create  jobs  -  financial  services,  logistics, 
tourism,  and  producer  and  professional 
services. 

He  said  the  government  would  upgrade 
the  quality  of  manpower  and  increase  the 
number  of  talented  individuals,  by  improving 
education  and  attracting  outside  talent. 
It  would  also  enhance  flows  of  people,  goods, 
capital,  information  and  services  to  and  from 
the  Mainland. 


Mr  I  eung  forecast  a  Budget  deficit  oi 
HKS65.6  billion  (US$8.4  billion)  for  2001 
2002  compared  to  the  original  estimate  ol 

I  Iks;  billion  (I'ssiK)  million).  A  dclicit  ol 
HK$45.2  billion  (US$5.8  billion)  was  forecast 
for  2002-0  5  from  revenues  of  HK$214.6 
billion  (US$27.5  billion)  and  expenditure  ol 
HK$259.8 billion  (US$33.3  billion). 

But  he  made  a  firm  commitment  to 
restore  fiscal  balance  by  2006-07.  From 
2003-04  onwards,  government  spending 
would  only  be  allowed  to  grow  by  1.5%  in 
real  terms  per  year  over  the  medium-term, 
half  of  the  trend  economic  growth  rate  of  3%. 

He  pledged  to  reduce  public  expenditure 
as  a  percentage  of  GDP  and  set  a  target  of 
bringing  it  down  from  its  current  level  of  23% 
to  20%  of  GDP  or  below  by  2006-07. 

Because  of  difficult  economic  conditions. 
no  major  changes  were  introduced  on  the 
revenue  side.  However,  Mr  Leung  signaled 
that  the  government  would  have  to  consider 
other  options  to  raise  revenue  or  reduce 
expenditure  other  than  those  outlined  in  the 
Budget  if  the  fiscal  situation  did  not  improve 
in  the  medium-term. 

Mr  Leung  also  unveiled  a  HK$6.4  billion 
(US$820  million)  relief  package  to  help  Hong 
Kong  citizens  and  businesses  ride  out  the 
economic  downturn. 

The  concessions  would  mean  that  about 
85%  of  ratepayers  (about  2.3  million)  would 
pay  no  rates  for  one  year,  80%  of  households 
and  businesses  would  pay  no  water  and 
sewage  charges  for  one  year,  and  over 
600  000  businesses  would  be  exempt  from 
paying  business  registration  fees  for  one  year. 
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China's  entry  to  the  World  Trade 
Organization 

Hong  Kong's  strong  links 
with  the  Mainland 

•  Hong  Kong  is  the  most  important 
entrepot  for  China,  handling  about  30%  of 
the  Mainlands  foreign  trade 

•  Hong  Kong  is  the  largest  external 
investor  in  the  Mainland,  accounting  for 
about  half  -  or  US$187  billion  -  of  all 
realized  direct  investment  in  China  by 
end-2001 

•  Hong  Kong  is  the  largest,  single  external 
investor  in  all  Mainland  provinces.  There 
are  about  110  000  Hong  Kong  firms 
investing  in  the  Mainland 

•  About  five  million  people  are  employed 
in  neighboring  Guangdong  Province  by 
more  than  36  000  companies  wholly  or 
partly-owned  by  Hong  Kong  enterprises 

•  More  than  190  000  Hong  Kong  people 
work  in  the  Mainland,  accounting  for  ol!.> 
of  the  employed  population  in  Hong  Kong. 
About  80%  of  them  work  as  managers, 
professionals  or  administrators 

Chinas  entr)  into  the  World  Trade 
Organization  (WTO)  in  December  2001  has 
changed  the  lace  oi  the  global  economy  It  has 
thrown  open  a  huge  market  ol  1.3  billion 
people  and  injects  greater  transparenc)  and 
certainty  into  a  vast  and  growing  trading 
regime. 

As  the  Mainland's  closest  nailing  and 
investment  partner,  I  long  Kong  stands  to  be  a 
ke\  beneficiary  ol  this  development. 

Mono  Kong  enterprises  will  face  increased 
competition  from  international  companies 
vying  for  business  m  the  huge  Mainland 
market.  Bui  at  the  same  tune,  market  potential 
will  continue  to  expand  -  trade  flows  in  the 
Mainland  are  projected  to  increase  quickly 
and  significant!)  from  theii  currenl  annual 


level  of  US$510  billion.  Their  depth  of 
knowledge  and  experience  in  the  Mainland 
will  give  them  an  unrivalled  edge  in  seizing 
opportunities. 

China's  WTO  accession  will  not  be  a 
zero-sum  game  for  Hong  Kong  -  China's 
market  is  too  big  for  just  one  or  two  major 
cities  to  take  the  lion's  share  of  trade  and 
investment  opportunities.  The  sheer  size  and 
diversity  ol  the  market  presents  much  room 
for  further  cooperation  and  partnership.  In 
the  process.  Hong  Kong  and  Mainland  cities 
can  make  best  use  of  their  comparative 
strengths  and  advantages,  creating  a  'win-win' 
situation. 

For  example,  in  Guangdong  and 
adjoining  provinces  there  are  more  than  270 
million  people.  On  the  eastern  seaboard, 
there  are  now  some  2W  million  people  in  the 
provinces  around  Shanghai  and  the  Yangtze 
River  Delta.  Further  north  Tianjin  is  well- 
positioned  in  a  market  now  ol  over  160 
million  people,  looking  west  c  hengdu  and 
c  hongqing  have  the  potential  to  service 
another  2^0  million  people,  ol  which  almost 
85  million  live  in  Sichuan  province. 

While  cooperation  in  services  will  remain 
the  key  theme  in  the  prosperous  coastal 
regions  and  big  i  ities  like  Guangzhou,  Beijing 
and  Shanghai  man)  other  opportunities  in 
the  Mainlands  domestic  market  will  come 
from  the  developing,  resource  rich  inner  and 
western  provinces. 
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rhe  <.  hiel  Secretar)  Foi  Administration, 
\h  Donald  rsang,  led  a  280  strong  Hong 
Kong  delegation  to  Western  c  lima  in  M.i\ 
2001  to  assess  business  opportunities, 
promote  Hong  Kong's  strengths  and 
advantages  and  better  understand  the 
potential  for  developmeni  ol  western  c  hina's 
resources,  lhai  landmark  visil  has  paved  the 
ua\  for  further  acth  ities  to  help  cement  ( losei 
economic  links  between  Hong  Kong  and 
western  cities,  where  the  Mainland 
government  is  intent  on  developing  the  next 
high-growth  areas 

Hong  Kong  businesses  will  have  to  work 
haul  to  leverage  their  existing  strengths  and 

contacts  in  the  Mainland  to  capitalize  on  the 
enormous  opportunities  that  will  emerge  in 
China  over  the  next  tew  decades. 

Hong  Kong's  existing  business  links  -  as 
well  cultural  and  language  bonds  -  can  also  be 
an  enormous  resource  for  overseas  companies, 
especiallv  small  and  medium-sized 
enterprises,  wishing  to  do  business  in  China. 

By  joining  forces  with  established  Hong 
Kong  businesses,  overseas  companies  will  be 
able  to  bring  their  products  and  services  to  the 
Mainland  market  as  well  as  draw  on  the 
decades  of  experience  of  Hong  Kong's 
entrepreneurs.  Hong  Kong  companies  have 
already  joined  forces  with  joint  venture 
partners  in  the  Mainland  to  do  just  that. 

Shanghai 

Hong  Kong's  quality  oj  life  -  boosted  by  good 
education  and  health  services...-  will  help  to 
ensure  that  it  remains  (  hina's  /ust  entrepot  for 
several  years  to  come.  But  the  pace  oj  change  in 
Shanghai,  and  the  excitement  the  city  generates 
among  foreign  investors,  could  quickly  narrow 
the  gap.  If  Hong  Kong  is  to  remain  superior  to 
both  Shanghai  and  Shenzhen,  u  will  have  to 
reinforce  both  its  strengths:  its  legal 
independence,  and  its  economic  interdependence. 
-  The  Economist.  March  29,  2002 
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Shanghai's  impressive  development  over  the 
past  decade  has  led  some  to  question  whether 
Hong  Kong  can  retain  its  role  as  the  premier 
international  financial  center  for  China 

Often,  comparisons  between  Hong  Kong 
and  Shanghai  -  as  well  as  elsewhere  in  China 
such  as  Shenzhen  and  Guangzhou  -  are 
explained  in  terms  of  'win  and  lose'.  That  is, 
the  increasing  prosperity  in  Shanghai  and 
Guangzhou  is  to  the  detriment  of  Hong 
Kong. 

This  is  a  very  simple  and  flawed 
argument  that  overlooks  the  complementary, 
rather  than  competitive,  roles  that  Hong 
Kong  and  Shanghai  play,  and  the  different 
focus  of  development  in  the  Pearl  River  Delta 
and  Yangtze  River  Delta. 

The  Pearl  River  Delta  is  much  more 
externally-oriented  economy  than  the 
Yangtze  River  Delta;  services  and  flourishing 
private  sector  enterprises  are  the  main 
economic  drivers  in  the  Pearl  River  Delta 
while  the  Yangtze  River  Delta  has 
accommodated  more  heavy  industry  as  well 
as  the  recent  emergence  of  IT-related  industry. 

Hong  Kong  is  and  will  remain  the  pre- 
eminent international  financial  center  for  the 
entire  Mainland,  a  major  hub  for  regional 
headquarters  in  the  Asia-Pacific  and  a 
growing  center  of  trade  and  investment  for 
the  fast-developing  domestic  economy  in  the 
Pearl  River  Delta. 


1- 


Hong  Kong  Special  administrative  Region  Government 


Another  often  overlooked  fact  is  that 

Hong  Kong  enterprises  are  the  largest  external 
investors  in  Shanghai  and  the  Yangtze  River 
Delta  -  in  other  words  Hong  Kong  companies 
have  been  helping  to  fuel  the  rapid 
development  ol  Shanghai  and  its  hinterland 
while  gaining  benefits  in  the  process. 

Shanghai  will  continue  to  develop  as  the 
major  financial  and  business  center  for  the 
domestic  Mainland  market,  particularly  the 
eastern  seaboard,  and  as  the  major  hub  for 
industrial  development  in  the  Yangtze  River  Delta. 

As  an  international  financial  center.  Hong 
Kong  casts  itself  as  the  business,  trading  and 
services  hub  lor  the  Mainland  and  the  region 
as  a  whole.  At  the  same  time.  Hong  Kong  and 
the  Pearl  River  Delta  will  continue  to  be  the 
main  economic  engine  ol  southern  China  as 
well  as  an  increasing!)  al fluent  consumer 
market  and  a  strong  regional  economy  serving 
the  global  export  mat  ket. 


A  Tale  of  Two  Regions* 

GDP 

:  5$  billion 

Exports 

Hong  Kong 

lolo 

201.9 

Pearl  River  Delia 

258 

289.1 

Shanghai 

V, 

25.4 

Yangtze  River  Delta 

185.4 

47 

^Figures 

Hong  Kong's  advantages 

Hong  Kong  does  have  a  number  ol  advantages 
over  other  Mainland  cities,  ami  will  continue 
to  do  so  in  the  foreseeable  future.  These  (.\i^ 
factor  heavily  in  the  decision-making  process 
of  multi-nationals  looking  lor  a  regional  bas< 
or  ol  small  and  medium-sized  enterprises 
looking  lor  a  foothold  in  the  Mainland  market 
or  the  Asian 

I  he  mosi  importani  is  Hong  Kong's  legal 
system,  which  is  trusted  tried  ami  tested  by 
international  business 


Hong  Kong's  capital  account  is  fully 
convertible,  and  there  are  no  restrictions  on 
foreign  exchange  dealings.  Property, 
securities,  gold  and  silver  can  be  bought  and 
sold  by  anyone,  without  restriction. 

A  strong  and  well-regulated  financial 
sector,  a  free  press,  the  free  How  ol 
information,  low  taxes  and  a  simple  taxation 
system,  a  pool  ol  managerial  talent  with 
international  experience,  ease  ol  access. 
proximit)  to  major  markets,  and  a  dense 
network  ol  services  firms  are  among  the 
strengths  and  advantages  ol  doing  business  in 
Hong  Kong. 

Specihcalh 

Services:  About  86%  ol  Hong  Kong's 
GDP  comes  from  service  industries, 
compared  to  less  than  35%  on  the  Mainland. 
There  will  be  a  large  shortfall  of  skilled 
professionals  and  services  staff  in  China. 
Areas  such  as  management,  design  and 
marketing,  legal  services,  transport  and 
logistics,  finance  and  accounting  services  all 
correspond  perfectly  with  Hong  Kong's  niche. 


Access:  Hong  Kong  has  long  been  an 
entrepol  lor  trade  with  the  Mainland  and  is 
the  key  conduit  lor  international  trade  with 
(  hma.  \ioiuul  one-quarter  ol  the  Mainland's 
imports  ami  40%  ol  its  exports  are  handled 
through  Hong  Kong  More  than  !  I  !00 
vehicles  moss  between  Hong  Kong  and 
Guangdong  daily,  while  over  51  5  000  people 
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cross  between  c  hina  and  Hong  Kong  daily  by 
land,  sea  01  air.  I  here  are  about  I  000  flights  a 
week  between  Hong  Kong  and  4}  Mainland 
i  ities 

I  inancial  center:  Predicted  increases  in 
I  PI  into  <  hina  over  the  next  five  years  will 
create  great  opportunities  for  1  long  Kong's 
financial  services  sector  -  banking,  fund 
management,  insurance,  underwriting,  the 
debt  market.  Hong  Kong's  stock  market,  the 
third-largest  in  Vsia  after  [apan  and  the 
Mainland,  is  considerabl)  more  liquid,  and 
more  familial  lo  investors,  than  Mainland 
stock  markets.  Many  Mainland  companies  w  ill 
look  to  raise  capital  in  Hong  Kong  to  fund 
business  expansion  or  modernization  plans. 

Experience:  Since  China  opened  its  doors 
to  the  world  in  the  late  1970s,  Hong  Kong 
companies  have  invested  more  time,  money 
and  resources  than  any  others  tapping  the 
potential  of  the  Mainland  market.  Hong  Kong 
shares  the  same  language  and  culture  as 
China,  and  draws  on  more  than  150  years  of 
trading  and  investment  experience  in  the 
Mainland.  Hong  Kong's  small  and  medium 
enterprises  have  the  know-how  needed  to  do 
business  successfully  in  China.  More  than 
100  000  Hong  Kong  companies  source 
products  from  China  for  the  world  market. 

Low  taxes :  Hong  Kong  has  low  taxes  and 
a  simple  taxation  system.  Corporate  profits 
tax  is  16%,  while  salaries  tax  is  capped  at  15%. 
There  is  no  capital  gains  tax  and  no 
withholding  tax. 


Enhancing  competitiveness 

Hong  Kong's  long-term  economic  prospects 
hinge  on  being  able  to  maintain 
competitiveness  and  relevance  as  a  major 
center  for  international  finance,  trade, 
transport  and  logistics,  professional  services, 
communications  and  tourism. 


In  the  past  five  years,  Hong  Kong  has 
been  positioning  itsell  to  sustain  reasonable 
economic  growth  in  a  rapidly-changing, 
knowledge-based  world,  [wo  serious 
economic  downturns  during  thai  time, 
coupled  with  c  hina's  entry  to  the  World 
Trade  Organization,  have  served  to  highlight 
the  forces  impacting  on  this  goal. 

Reforms  have  been  launched  in  the  key 
areas  ol  financial  services,  education  and  the 
public  sector  to  enhance  Hong  Kong's 
attractiveness  as  a  business  hub  with  a 
highly-skilled  workforce  and  a  small,  efficient 
government. 

Major  initiatives  have  been  undertaken  to 
improve  the  environment,  consolidate  and 
augment  Hong  Kong's  position  as  Asia's  most 
popular  tourist  destination  and  to  build  the 
infrastructure  needed  to  ensure  continued 
development  as  a  hub  for  trade  and  transport 
in  Asia,  and  in  particular  the  rapidly  growing 
Pearl  River  Delta. 

Concerted  efforts  have  been  taken  to 
promote  and  position  Hong  Kong  as  Asia's 
world  city.  The  Brand  Hong  Kong  program, 
launched  in  May  2001,  is  a  long-term 
undertaking  to  focus  greater  international 
attention  on  Hong  Kong's  strengths  and 
advantages  as  the  most  free,  open  and 
cosmopolitan  city  in  Asia. 

In  July  2000,  the  government  established 
a  dedicated  department  -  Invest  Hong  Kong 
(InvestHK)  -  to  spearhead  efforts  to  attract 
inward  investment  into  Hong  Kong. 
InvestHK  actively  promotes  Hong  Kong  as 
the  premier  business  hub  in  the  Asia-Pacific 
region,  and  as  the  best  location  to  access  the 
enormous  potential  of  the  Mainland  market. 
Partly  as  a  result,  the  international  business 
community  has  taken  note  of  Hong  Kong's 
advantages.  Regional  operations  in  Hong 
Kong  rose  to  3  237  by  June  2001,  an  8% 
increase  over  the  3  001  in  June  2000  and  a 
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record  high  since  the  survey  ol  regional 
operations  began  11  years  ago. 

The  major  reasons  companies  were 
attracted  to  Hong  Kong  were  low  and  simple 
taxes,  the  tree  How  ol  information,  political 
stability  and  security,  corruption-free 
government  and  excellent  communications, 
transport  and  other  infrastructure. 

Boosting  links  with  the  Pearl  River  Delta 


•  Zhaoqing 


•  Guangzho 


Huidong* 
•  I  [uiyang 


(Jiangmen  •Shenzhen 

•  Zhongshan 


>  Hong  Kong 


•Zhuhai 
•  Macau 


Central  to  Hong  Kong's  long-term  success  is 
greater  economic  cooperation  and  inter- 
dependence with  the  adjoining  Pearl  River 
Delta  (PRD)  hinterland 

The  PRD  has  specific  advantages  and 
significant  potential  as  a  consumer  market, 
a  trading  hub.  a  manufacturing  base,  a  services 
market  and  as  a  destination  for  investment. 

I  he  PRD  (including  Hong  Kong  ami 
Macau)  is  the  fastesi  growing  and  most 
affluent  region  in  China.  It  has  a  population  ol 
about  48  million,  which  is  more  than  the 
population  ol  C  anada,  or  Taiwan  and  Malaysia 
combined.  The  PRD  has  a  total  GDP  ol 
LSS258  billion  -  more  than  Switzerland, 
Sweden  or  Austria  -  which  would  put  it 
amongst  the  worlds  top  10  economies 

Hong  Kong  has  helped  fuel  the  PRD's 
rapid  growth  and  development  over  the  past 

two   decades     Hong   Kong   is   the    lai 


investor  in  the  area,  and  there  are  more  than 
36  000  Hong  Kong-linked  companies 
employing  more  than  five  million  people  in 
Guangdong  Province. 

Hong  Kong  manufacturers  are  already  the 
most  active  and  experienced  investors  in  all 
PRD  cities,  which  make  them  ideal  partners 
for  foreign  investors  wishing  to  utilize  the 
PRD's  well-established  manufacturing 
capabilities.  Hong  Kong's  wealth  oi 
experience  in  the  international  trading  arena 
also  provides  Mainland  companies  with  a 
ready-made  partner  to  expand  operations  for 
the  global  market. 

Despite  the  depth  and  breadth  of  these 
links,  there  is  a  need  to  significantly  boost 
cross-boundary  cooperation  to  capitalize  on 
existing  strengths  and  synergies  and 
maximize  the  area's  potential,  but  in  a  wa\ 
that  preserves  Hong  Kong's  unique 
advantages  under  'One  Country,  Two 
Systems'. 

The  emphasis  is  on  smoothing  the  Hows 
of  people,  goods  and  capital  between  the 
Hong  Kong  SAR  and  the  PRD's  major  cities, 
which  include  Guangzhou,  Shenzhen. 
Zhuhai,  Zhongshan.  Dongguan,  Foshan, 
Huizhou,  Huiyang,  Huidong,  Zhaoqing, 
fiangmen  as  well  as  Macau. 


More  resources  will  be  devoted  to 
hastening  the  Mow  ol  people  and  goods 
through  such   initiatives  as  co-located 
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i  ustoms  and  Immigration  checkpoints,  the 
developmenl  ol  an  electronic  cargo  clearing 
system  and  the  opening  up  ol  new  road  and 
rail  routes  between  Hong  Kong  and  the  PRO. 
["here  are  plans  Foi  furthei  cooperation  in  the 
logistics  sector  and  to  provide  ferr)  services 
connecting  the  PRD's  majoi  port  cities  with 
Hong  Kong  International  Airport.  All  these 
initiatives  will  enhance  the  export  efficienc)  ol 
the  PRO  region. 

In  |ul\  2002.  Hong  Kong's  first  Economic 
and  trade  Office  in  the  Mainland  will  open  in 
Guangzhou  to  promote  economic  cooperation 
and  to  strengthen  business  and  economic  liaison 
between  Hong  Kong  and  the  PRD.  A  major 
reason  for  establishing  the  office  is  to  help  Hong 
Kong  businesses  to  better  understand  the 
opportunities  emerging  in  Guangdong  following 
China's  WTO  entry.  The  office  will  also  enhance 
understanding  between  the  HKSAR  and 
Guangdong  governments,  provide  better  support 
for  Hong  Kong  businesses  and  promote 
investment  in  Hong  Kong. 

Infrastructure 

A  comprehensive  strategic  planning  study  - 
Hong  Kong  2030 :  Planning  Vision  and  Strategy 
-  was  announced  in  February  2001  to  set  out 
the  blueprint  for  the  development  of  Hong 
Kong  over  the  next  three  decades. 

The  study  aims  to  provide  a  planning 
framework  for : 

•  Adhering  to  the  principle  of  sustainable 
development,  conserving  the  natural  landscape 
and  preserving  cultural  heritage 

•  Enhancing  the  hub  functions  of  Hong  Kong 

•  Providing  a  good  quality  living  environment 

•  Meeting  housing  and  community  needs 

•  Providing  a  framework  to  develop  a  safe, 
efficient,  economically- viable  and 
environmentally-friendly  transport  system 

•  Promoting  tourism 

•  Strengthening  links  with  the  mainland  of 
China  to  cope  with  the  rapid  growth  in  cross- 
boundary  interactions 


I  he  t  hiel  I  xecutive,  Mr  lung  (  hee  1  Iwa, 
announced  in  Ins  Polic)  Address  in  October 

2001  an  ambitious  infrastructure  plan  worth 
HK$600  billion  (US$77  billion).  Ol  tins,  one 
third  would  be  spent  on  expanding  the 
railwa)  network  to  make  it  the  backbone  ol 
I  long  Kong's  public  transport  system. 

Ihe  investment  plan  also  covers  road, 
land  and  other  construction  works  that  will 
substantially  enhance  Hong  Kong's  qualm  ol 
life,  provide  21st  century  infrastructure  and 
support  the  economic  restructuring  now 
taking  place.  In  the  process,  new  jobs  will  be 
created  and  significant  business  opportunities 
will  be  available  for  local  and  overseas 
companies 


Railways 

From  2002  to  2007,  six  new  rail  projects 
costing  US$13  billion  (HK$100  billion)  will 
come  on  line  at  a  rate  of  about  one  a  year. 
The  existing  railway  network  will  be 
expanded  by  40%  to  over  200  kilometers 
(125  miles).  Urban  areas  will  be  connected 
with  new  towns  in  the  eastern  and  north- 
western part  of  the  New  Territories. 

A  second  rail  passenger  boundary 
crossing  at  Lok  Ma  Chau  will  be  developed  to 
handle  the  substantial  growth  in  two-way 
travel  and  commerce  across  the  boundary.  A 
dedicated  rail  link  will  be  built  to  Hong  Kong 
Disneyland,  due  to  open  in  2005. 
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Plans  are  being  developed  for  another  six 
new  rail  projects  before  2016.  These  include  a 
Port  Rail  line  linking  the  container  port  at 
Kwai  Chung  with  the  railway  network  in  the 
Pearl  River  Delta  and  a  high-speed  railwa) 
linking  Hong  Kong  lo  Guangzhou  via 
Shenzhen. 

The  expansion  of  the  railwav  network  is 
vital  to  meeting  Hong  Kong's  increasing 
transport  needs  in  a  sustainable  manner.  It 
will  also  help  the  Pearl  River  Delta  develop  as 
an  integrated  regional  economy  bringing 
closer  economic  and  social  links  between 
Hong  Kong  and  the  Mainland,  particularly 
Guangdong  Province. 

Rihlds 

Over  the  next  decade,  more  than  100 
kilometers  (60  miles)  of  major  trunk  roads 
will  be  constructed  and  improved,  including 
the  Deep  Bay  Link  and  the  Shenzhen  Western 
Corridor.  Total  investment  on  these  projects 
will  be  over  HKS100  billion  (US$13  billion). 

The  proposed  Shenzhen  Western  Corridor 
will  provide  a  strategic  link  between  Hong 
Kong  and  Shenzhen  across  Deep  Bay.  It  is  an 
integral  part  of  the  infrastructure  being  put  in 
place  to  provide  more  and  faster  cross- 
boundary  links  with  the  Mainland  to  expedite 
the  How  of  people,  cargo  and  capital  between 
Hong  Kong  and  the  Pearl  River  Delta. 

(  ontainei  Port 

Container  lermmal  9  U  H)>.  now  being  built 
on  Tsing  Yi  Island  In  the  private  sector,  will 
consolidate  Hong  Kong's  position  as  the 
worlds  busiest  and  mosl  efficient  container 
porl.  The  68-hcciarc  project  will  ha\e  six 
berths  and  a  design  capacit)  to  handle  more 
than  2.6  million  twenty-foot  equivalent  units 
(TEUs)  a  year. 

(  1 1>  is  expected  to  be  completed  in  2004, 
and  will  bring  annual  total  capacity  ai  the 
Kwai  (  hung  (  ontainer   terminal  Basin  to 


more  than  15  million  TEUs.  The  new  marine 
basin  will  be  able  to  handle  the  largest 
container  ships  currently  on  the  drawing 
boards 

Upgrading  human  capital 

Whatever  Hong  Kong's  aspirations,  they  can 
not  be  met  without  a  broad,  deep  pool  ol 
talented  people. 

This  can  be  achieved  by  providing  a 
world-class  education  system  in  Hong  Kong, 
and  by  attracting  the  best  and  the  brightest 
from  all  parts  ol  the  world  to  live  and  work  in 
Hong  Kong. 

A  series  of  new  education  initiatives  have 
been  launched  over  the  past  five  years  to 
enhance  the  quality  ol  education. 

I  he  locus  has  been  lo  nunc  away  from 
the  learning-by-rote  system  to  one  that 
provides  cluldicn  with  a  more  well-rounded 
education  thai  encourages  curiosit)  and 
nurtures  their  own  particular  strengths  and 
interests. 

(  onsiderable  resources  have  also  been 
committed  to  encourage  I  long  Kong  people 
to  continue  learning  throughoul  their  lives. 
In  his  2001  Policy  Address,  the  (  hiel 
I  xecutive,  \li  Tung  (  hee  Hwa,  announced 
the  establishment  ol  a  HK$5  billion  (US$640 
million)  (  ontinuing  I  ducation  Fund  to 
subsidize  those  with  learning  aspirations  to 
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pursue  continuing  education  and  training       •  Upgrading    the    qualit)    oi    teachers 

(percentage  ol  trained  teachers  in  publi< 
sectoi  schools  increased  From  85%  in  L997  to 

91%  in  2001). 


programs. 

["here  have  been  reforms  and  significanl 
improvements  in  the  .in-. is  oi 


•  Early  childhood  education  (upgrading 
qualifications  of  kindergarten  teachers); 

•  Curriculum  development  (providing 
teachers  with  greater  flexibility  to  provide 
students  with  a  comprehensive  and  balanced 
learning  experience  covering  intellectual 
development,  life  skills,  community  services, 
work-related  experiences,  as  well  as  physical 
and  aesthetic  development). 

•  School  place  allocation  systems  (reducing 
the  incentive  for  unhealthy  drilling  in  early 
childhood  and  primary  education ). 

•  Strengthening  remedial  and  enhancement 
measures  ( helping  all  students  to  obtain  basic 
standards,  or  talented  students  to  pursue 
excellence  > 

•  Public  examinations  (placing  more 
emphasis  on  students'  higher-order  thinking 
skills  and  setting  clearer  assessment 
standards^. 

•  Enhanced  learning  opportunities 
(increasing  subsidized  Secondary  4  and  5 
places  for  those  willing  and  able  to  continue 
studies). 

•  Increased  resources  for  teaching  English 
and  Chinese,  including  Putonghua  (introduce 
native  English-speaking  teachers  and  making 
Putonghua  a  core  subject  in  secondary  and 
primary  schools,  raising  the  language 
proficiency  of  English  and  Putonghua  teachers). 


\ttrcu  ting  lalcnt 

Hong  Kong's  liberal  immigration  regime  has 
made  il  reasonabl)  eas)  to  attract  and  retain 
talented  people  from  around  the  world 
About  500  000  expat  business  people. 
professionals,  personnel  and  then  families 
live  in  I  long  Kong. 

I  lowever,  more  is  being  done  in  a  number 
ol  areas: 

•  Reviewing  immigration  policy  with  a  view 
to  relaxing  restrictions  on  the  entry  of 
o\  ei seas  investors  who  wish  to  invest  and  In  e 
in  Hong  Kong  without  engaging  in  the 
running  of  the  business. 

•  Securing  agreement  with  Mainland 
authorities  to  extend  the  validity  period  of 
multiple  business  visit  endorsements  for 
Mainland  business  people  from  six  months  to 
up  to  three  years,  and  extend  the  duration  of 
stay  to  14  days. 

•  Accelerating  the  entry  to  Hong  Kong  ol 
Mainland  people  with  skills  or  qualifications 
needed  to  help  Hong  Kong's  ongoing 
development  through  an  Admission  of 
Talents  Scheme  and  an  Admission  of 
Mainland  Professionals  Scheme. 

•  Making  it  easier  for  foreign  nationals  living 
in  Hong  Kong  to  visit  the  Mainland.  The 
HKSAR  Government  secured  the  agreement 
of  the  Mainland  authorities  to  issue  three- 
year,  multiple-entry  visas  to  Hong  Kong 
permanent  residents  who  are  foreign 
nationals.  The  new  measures  were  introduced 
in  December  2001. 
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Tourism 

Despite  two  economic  downturns  in  the  past 
four  years,  and  a  global  slowdown  in  tourist 
traffic  after  the  September  If,  2001  terrorist 
attacks  in  the  United  States,  Hong  Kong's 
tourism  industry  has  continued  to  record 
impressive  growth. 


This  growth  has  been  fuelled  by  increasing 
numbers  of  visitors  from  the  Mainland,  and 
greater  promotion  of  Hong  Kong's  attractions 
in  other  key  markets. 

I  he  scrapping  of  a  quota  system  for 
Mainland  lour  groups  in  January  2002  has 
provided  a  great  boost  to  arrivals  from  at  ross 
the  boundary,  as  well  as  a  fillip  to  tourism- 
related  businesses  such  as  hotels,  restaurants 
and  bars  ami  retailers. 

However,  competition  lor  \isiims 
throughout  the  region  is  fierce  and  Hong 
Kong  has  been  continually  upgrading  its 
tourism  product  to  meet  future  challi  tlgi 

Pari  ol  the  strateg)  has  been  to  promote 

Hong  Kong  as  a  top-class  destination  for 

leisure  and  business  visitors.    I  his  involves 

Img  additional  infrastru<  tun    impro\  ing 

existing  facilities,  enhancing  service  quality, 


Tourist  arrivals  1997  -  2001 


11.27  1133 
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facilitating  entry  of  visitors  and  active 
promotion  overseas. 

In  the  past  few  years,  new  attractions 
have  been  announced  to  enhance  the  drawing 
power  of  Hong  Kong  and  to  sustain  the  long- 
term  development  of  the  tourism  industry 

In  December  1999,  a  deal  was  signed 
with  The  Walt  Disney  Company  to  bring  the 
magic  ol  Disney  to  Hong  Kong 

Reclamation  work  on  the  site  at  Penny's 
Ba)  on  Lantau  Island  started  in  mid-2000  and 
is  more  than  90%  complete.  Infrastructure 
winks  commenced  in  October  2001 

I  long  Kong  Disneyland  Phase  I  will 
include  a  Disney  theme  park,  Disney-themed 
hotels  and  retail,  dining  and  entertainment 
lacilitics.  It  will  occupy  1 2d  hectares,  and  can 
be  expanded  to  180  hectares  m  the  future. 
Phase  1  is  expected  to  open  in  200'i 

I  he  projeel  involves  a  total  commitment 
ol  IIKS22  billion  (l;sS2.S  billion)  in  public 
funds  i  infrastruc  ture,  loans  and  equity).  In  Us 
lnsi  lull  year  ol  operation,  Hong  Kong 
Disneyland  is  expected  to  attract  ovei 
>  million  visitors,  including  1.4  million  new 
tiMiiists.  and  stimulate  additional  spending  ol 
IlksM.  }  billion  (US$1.1  billion).  Over  a 
40  year  period  il  is  expected  to  generate 
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economic  benefits  amounting  to  HK$148 

billion  a  ^ll>  billion) 

Man)  other  projects  are  also  in  the 
pipeline  Plans  were  announced  in  2001  to 
implemenl  Five  major  tourism  clusters  to 
broaden  the  range  ol  tourist  facilities  in  Hong 
Kong.  I  hese  will  be  developed  in  the  medium 
to  long  [run: 

•  Yam  O  on  I  antau  Island  will  be  developed 
into  a  new  tourism  node  I  his,  together  with 
Hong  Kong  Disneyland,  the  lung  Chung 
Cable  Car  and  the  Big  Buddha  will  make 
I  antau  Island  a  truly  spectacular  tourism  area. 

•  The  beautiful  countryside  and  peaceful 
harbor  at  Sat  Rung  in  the  eastern  New 
Territories  will  be  carefully  and  sensitively 
developed  to  provide  a  range  of  active 
recreational  facilities  such  as  hiking  and  water 
sports  together  with  world-class  resorts. 

•  A  culture  belt  will  be  developed  to  stretch 
from  a  new  integrated  arts,  culture  and 
entertainment  district  on  the  West  Kowloon 
Reclamation  to  the  existing  museums  and 
performing  arts  venues  in  Tsim  Sha  Tsui,  the 
former  Marine  Police  Headquarters  and  the 
Tsim  Sha  Tsui  Promenade.  A  new  tourism 
node  will  be  developed  at  south-east  Kowloon 
incorporating  a  large-scale  multi-purpose 
stadium  and  a  new  cruise  terminal  capable  of 
meeting  the  needs  of  the  new  generation  of 
mega  cruise  ships. 

•  A  heritage,  entertainment  and  dining  area 
will  be  developed  in  the  heart  of  Central, 
radiating  from  the  site  of  the  existing  Central 
Police  Station  and  covering  attractions  like 
Government  House,  St  John's  Cathedral, 
Hollywood  Road  and  Lan  Kwai  Fong. 

•  Ocean  Park's  strategic  development  plan 
will  be  supported  to  help  it  integrate  into  the 
new  Aberdeen  Harbor  tourism  node. 

Apart  from  this,  a  major  eco-tourism 
facility,  the  Hong  Kong  Wetland  Park  project 
is  being  developed  near  Inner  Deep  Bay/Mai 
Po  in  the  far  northwest  of  Hong  Kong.  This 
will  showcase  Hong  Kong's  ecological  richness 


ami  complement  the  internationally 
recognized  wildlife  conservation  area  in  the 
adjacent  Mai  I'o  Marshes.  I  he  project  is  due 
for  completion  in  200  > 


Action  is  also  in  hand  to  improve  existing 
tourist  attractions  and  facilities.  Since  2000, 
a  district-based  tourist  enhancement  program 
was  launched  to  upgrade  existing  tourist 
attractions.  Visitors'  signage  covering  all  18 
districts  is  being  installed  and  will  be 
completed  in  2003. 

To  promote  quality  service  among  the 
retail  and  catering  sector,  the  Hong  Kong 
Tourism  Board  (a  statutory  body  responsible 
for  marketing  and  promoting  Hong  Kong  as  a 
tourist  destination)  launched  the  Quality 
Tourism  Service  Scheme  (QTS)  in  1999.  So 
far,  more  than  860  retail  and  food  premises 
have  joined  the  scheme  with  more  than  2  900 
outlets  now  eligible  to  display  the  QTS  logo 
as  a  sign  of  their  adherence  to  high  service 
standards. 

A  public  education  campaign  was 
launched  in  2001  to  promote  a  hospitable 
culture  in  the  community.  New  legislation 
has  been  passed  to  regulate  inbound  travel 
agents  and  the  trade  will  implement  a 
training  and  certification  program  for  tour 
guides  to  ensure  they  have  the  appropriate 
skills. 


32 


The  Rule  of  Law 


The  legal  system 

It  has  often  been  said  that  ti  Hong  Kong 
people  have  a  defining  ideology,  it  is  the  rule 
of  law.  That  is  why,  since  1997,  the  rule  of  law 
has  been  the  focus  of  considerable  attention  in 
Hong  Kong  and  for  the  international 
community 

Any  perceived  threats  to  the  integritv  oi 
Hong  Kong's  legal  system  have  been 
vigorously  debated  and  analyzed,  as  would  be 
expected  in  a  community  that  places  so  much 
trust  and  importance  on  the  rule  of  law 
upheld  by  an  independent  judiciary. 

Under  One  Country.  Two  Systems',  Hong 
Kong  has  retained  its  common  law  system. 
which  has  continued  to  thrive  and  operate 
normally.  The  laws  previously  in  force  before 
the  Handover  in  1997  -  the  common  law, 
rules  of  equity,  ordinances,  subordinate 
legislation  and  customary  law  -  have  been 
maintained  in  accordance  with  the  Basic  Law. 

The  rule  of  law  is  one  of  Hong  Kong's 
greatest  strengths.  It  is  the  cornerstone  ol 
Hong  Kong's  success  as  a  leading  international 
commercial  and  financial  center,  providing  a 
secure  environment  for  individuals  and 
organizations  and  a  level  playing  Held  for 
business. 

Everyone  in  Hong  Kong  is  equal  before  the 
law.  Everyone  has  access  to  the  justice  system 

lln  institutions  and  core  values  thai 
underpinned  the  previous  legal  system,  such 
as  the  presumption  ol  innocence,  freedoms  ol 
expression  and  association  and  the  right  to  a 
fair  trial  have  been  retained 

I  In  Secretar)  for  lustice  (previousl) 
known  as  the  Attorney-General)  is  the 
governments  chiel  legal  adviser  and  a  membei 


of  the  Executive  Council.  The  Department  of 
Justice  controls  criminal  prosecutions  in  the 
Hong  Kong  Special  Administrative  Region 
free  from  any  interference. 

The  previous  judicial  system  has  been 
maintained  and  this  has  been  recognized  in 
many  international  reports  on  Hong  Kong 
since  the  Handover.  Judges  continue  their 
same  common  law  traditions  and  exercise 
judicial  power  independently,  free  from  any 
interference. 

Access  to  justice  has  also  been  improved : 
the  power  ol  final  adjudication  is  vested  in 

Hong  Kong's  Court  of  Final  Appeal  tCFA), 
replacing  the  former  role  of  the  Privy  Council 
in  London. 

The  Court  of  Final  Appeal  is  headed  by 
the  Chief  Justice,  who  also  heads  the 
judiciary.  The  Court  of  Final  Appeal  is  a 
collegiate  court  of  five  judges,  comprising  the 
Chief  Justice,  three  permanent  judges  and 
one  non-permanent  judge. 

A  pool  of  non-permanent  Hong  Kong 
judges  and  non-permanent  judges  from  other 
common  law  jurisdictions  may  be  united  to 
sit  on  the  C  ourt.  I  his  allows  the  (I  A  to  tap 
the  expertise  of  the  judges  and  maintain  close 
links  with  other  common  law  jurisdictions 
At  present,  nine  highly-respected  overseas 
judges  ma)  be  called  on  to  sil  on  the  lull 
bench  ol  the  I  l  \ 

Hong  Kong's  legal  profession  includes 
more  than  4  700  solicitors  and  620  local  law 
firms,  more  than  750  barristers,  520 
registered  foreign  lawyers  and  about  45 
foreign  law  firms 
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Righi  ol  abode  issue 

Man)  ol  Hong  Kong's  firsl  constitutional  tesi 
cases  have  revolved  around  the  question  as  u> 
who  has  the  right  ol  abode  (permanent 
residen<  y)  in  1  long  Kong  under  the  Bask  I  aw 
after  reunifu  ation  on  [uly  1.  1997. 

rhese  cases  resulted  in  two  t  oun  ol  Final 
Appeal  (CFA)  decisions  delivered  on  |anuar\ 
29,  1999.  These  decisions  set  in  motion  a 
number  of  other  legal  challenges  on  the  issue. 

The  |anuary  L999  decisions  gave  the  right 

of  abode  to  two  categories  of  people  whose 
right  ol  abode  claims  had  not  previously  been 
recognized.  Significantly,  that  CFA  judgment 
also  held  that  all  claimants  who  arrived  in 
Hong  Kong  after  July  10,  1997,  had  to  make 
their  Right  of  Abode  applications  from  the 
Mainland  and  could  be  removed  from  Hong 
Kong  if  they  entered  or  remained  before  their 
applications  had  been  processed  and  their 
status  confirmed. 

The  government  requested  the  State 
Council  to  seek  an  interpretation  from  the 
Standing  Committee  of  the  National  People's 
Congress  (NPCSC)  on  the  true  legislative 
intent  of  the  Basic  Law  articles  in  question. 

Under  the  Basic  Law,  the  CFA  has  the 
power  of  final  adjudication  while  the  NPCSC 
has  the  power  of  final  interpretation  of  the 
Basic  Law.  In  keeping  with  common  law 
tradition  and  Basic  Law  provisions,  the 
government  did  not  seek  to  overturn  the  effect 
of  the  January  29  ruling  on  the  parties  to  that 
case. 

On  June  26,  1999,  the  NPCSC  issued  an 
interpretation  of  the  relevant  Basic  Law 
provisions.  This  interpretation  has  since  been 
followed  by  the  courts  in  other  cases  dealing 
with  the  right  of  abode  matter. 

The  NPCSC's  interpretation  stated  that 
only  children  whose  parents  were  Hong  Kong 
permanent  residents  at  the  time  of  their  birth 


were  entitled  to  the  right  of  abode.  This  is  in 
keeping  with  international  practice.  Few 
countries,  if  any,  allow  immigrants  to  pass  on 
their  right  of  abode  to  children  born 
elsewhere  before  they  themselves  have 
acquired  that  right. 

The  government's  decision  to  seek  an 
interpretation  was  not  without  controversy, 
prompting  some  to  comment  that  the  CFAs 
authority  had  been  undermined.  But  in  a 
subsequent  right  of  abode  ruling  in  December 
1999,  the  CFA  confirmed  that  the  NPCSC 
interpretation  was  both  lawful  and 
constitutional.  The  rule  of  law  and  the 
independence  of  the  judiciary  had  not  been 
undermined. 

Understandably,  the  issue  has  generated 
considerable  debate  -  often  emotive  -  because 
most  cases  involve  family  reunion. 

When  asked  in  a  recent  newspaper  article 
(South  China  Morning  Post,  June  14,  2002) 
whether  the  referral  had  humiliated  the  court 
or  diminished  its  authoity,  the  Chief  Justice  of 
the  Court  of  Final  Appeal,  Mr  Justice  Li 
replied:  "I  did  not  feel  any  of  those  things." 

Further  cases  may  still  be  brought  to  the 
courts  but  these  are  now  likely  to  focus  on 
particular  facts  of  each  case  rather  than 
matters  of  basic  principle  which  have  so  far 
been  the  focus  of  litigation. 
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The  issue  look  a  tragic  turn  in  August 
2000.  Two  people  died  -  one  of  them  a  senior 
Immigration  Officer  -  and  48  were  injured 
when  right  of  abode  claimants  set  fire  to  an 
office  in  the  Immigration  Tower.  Oi  those 
injured,  25  were  Immigration  Department 
staff. 

In  the  most  recent  test  case  m  )anuar\ 
2002.  involving  some  5  000  claimants  who 
were  mostly  ruled  ineligible  to  claim  tin  right 
of  abode,  the  government  was  criticized  in  the 
media  for  lacking  compassion  or  being 
callous. 

However,  it  should  be  emphasized  that  the 
majoritv  of  claimants  are  not  children  but 
adults,  ranging  in  age  from  19  to  70. 
According  to  a  sample  survey  conducted  by 
the  Immigration  Department  many,  tl  not 
most,  of  the  claimants  themselves  have 
spouses  and  children  in  the  Mainland. 

Throughout  the  appeal  period  the 
claimants  were  treated  fairly  and 
compassionately  All  claimants  were  eligible  to 
apply  for  legal  aid.  All  were  able  to  seek 
redress  through  the  courts.  All  had  access  to 
heavily  subsidized  medical  care  through  Hong 
Kong's  public  hospital  system. 

OI  the  $  800  claimants  now  (mid-June 
2002)  remaining  in  Hong  Kong  alter  the 
januar)  2002  judgment,  onl)  about  $00  oi 
7%,  are  aged  under  IS.  In  Januar)  this  year, 
Mainland  authorities  announced  that  children 
under  IS.  with  parents  living  m  Hong  Kong, 
should  be  able  to  enter  Hong  Kong  within 
a  year. 

It  should  also  he  noted  that  Hong  Kong's 
immigration  policy,  like  thai  ol  main  other 
jurisdictions,  is  based  on  controlled  and 
orderly  entry. 

I  ver)  year,   54  000  Mainland  migrants 
come  to  settle  with  their  families  in  Hon 
Kong  -  the  equivalenl   to  0.8%  ol   our 


population,  lew  other  jurisdictions  can  claim 
such  an  intake  and  assimilation  rate  for 
migrants  seeking  family  reunion. 

The  government  stated  clearly  that  there 
would  not  be  an  amnesty  for  those  who  lost 
the  most  recent  court  case  and  who  were 
clearly  not  entitled  to  settle  in  Hong  Kong 
permanently. 

It  would  be  unfair  to  allow  claimants  to 
jump  the  queue'  ahead  of  others  who  have 
been  waiting  patiently  and  lawfully  m  the 
Mainland  to  come  to  join  their  families.  This 
stance  was  supported  by  a  vast  majority  ol 
Hong  Kong  people 

In  April  2002  the  government  started  to 
deport  claimants  who  had  not  returned 
voluntarily  to  the  Mainland.  The  January  10, 
2002,  CFA  ruling  provided  a  firm  legal  basis 
for  that  action. 

Regional  Arbitration  Center 

Hong  Kong  has  established  itsell  as  a  regional 
center  for  arbitration. 

The  number  of  cases  heard  b)  the  Hong 
Kong  International  Arbitration  Center 
(HKIAC)  has  risen  substantial  over  the  past 
decade  because  ol  the  increased  popularity  ol 
arbitration  and  mediation  to  resolve  disputes, 
and  the  growth  ol  the  HKSAR  as  a  regional 
dispute  resolution  centre. 

Arbitration  awards  made  in  Hong  Kong 
can  be  enforced  in  more  than  120 
jurisdictions  thai  are  signatories  to  the  New 
York  (  onvention  on  the  Recognition  and 
Enforcement  ol  I  oreign  Arbitral  Awards. 

Disputes  referred  to  the  HKIA(  rose  from 
04  in  L991,  to  218  in  L997  and  '.07  in  2001. 
rhe  HKIA(  handles  significant!)  more  eases 
than  similar  arbitration  centers  m  japan, 
Singapore,  Malaysia  and  Korea  combined. 


I  he  Rule  ol  I  aw  «  ontinued) 


I  aw  and  order 

Hong  Kong  remains  one  ol  the  world's  safes) 
large  cities.  I  his  is  mainl)  due  to  a  high 
visible  police  presence  on  around-the-clock 
foot  patrols;  strictl)  enforced  laws  on  the 
possession  ol  guns  and  othei  lethal  weapons; 
and  a  law  abiding  communit)  thai  respects 
the  rule  ol  law  and  the  work  oi  law 
enforcement  officers. 


(time  rate  1997-2001" 


I  long  Kong's  Police  Force  -  often  referred 
to  as  'Asia's  Finest'  -  is  well  trained  and 
equipped.  The  Police-to-population  ratio  ol 
417  officers  for  every  100  000  people  is  one  of 
the  highest  in  the  world.  Ii  compares  to  about 
339  in  Tokyo  and  205  in  Singapore 

The  Hong  Kong  Police  Force  has  about 
38  500  members,  including  27  930  regular 
officers,  4  620  Auxiliary  Police  and  5  860 
civilian  support  staff.  Amongst  others,  it  has 
specialized  units  to  deal  with  organized  crime, 
airport  security,  crowd  management, 
vulnerable  witnesses  and  VIP  protection. 

The  Police  Force  has  continued  to 
maintain  close  liaison  with  international  law 
enforcement  agencies  such  as  the  FBI  and  the 
CIA,  the  Australian  Federal  Police,  the  Royal 
Canadian  Mounted  Police,  Scotland  Yard  and 
Interpol.  It  has  also  developed  close  co- 
operation with  law  enforcement  counterparts 
on  the  Mainland  at  policy  and  working  levels. 
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l  rimes  pei  100  000  population 

such  close  relationships  with  Mainland 
and  law  enforcement  authorities  abroad  have 
helped  Hong  Kong  in  the  ongoing  fight 
against  organized  crime,  illegal  narcotics, 
currency  and  credit  card  fraud  and  money 
laundering. 

Boundary  integrity 

Hong  Kong  has  one  of  the  world's  busiest 
boundary  crossings.  In  2001,  about  106 
million  people  and  11.3  million  vehicles 
crossed  back  and  forth  between  Hong  Kong 
and  the  Mainland. 


Every  day,  an  average  of  about  313  000 
people  and  more  than  31  300  vehicles  cross 
back  and  forth  between  the  Hong  Kong  SAR 
and  the  Mainland,  with  most  people  heading 
into  neighboring  Guangdong  Province. 
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The  Hong  Kong  SAR  Government  has 
remained  responsible  for  law  and  order  within 
Hong  Kong,  which  includes  maintaining  the 
integrity  of  the  sea  and  land  boundaries  with 
the  Mainland  as  a  separate  customs  and 
immigration  territory. 

Customs  and  Excise  officers  work  closely 
with  the  Police  and  other  international  law 
enforcement  agencies  to  combat  the 
trafficking  of  illegal  drugs.  They  are  also 
responsible  for  preventing  and  detecting 
smuggling  between  Hong  Kong  and  the 
Mainland  and  for  protecting  and  enforcing 
intellectual  property  rights  in  Hong  Kong. 

Immigration  officers  are  responsible  for 
preventing,  detecting  and  removing  illegal 
workers.  They  also  work  with  Police  against 
illegal  immigration,  forged  travel  documents 
and  foreign  prostitutes. 

The  Immigration  Department  has  regular 
dealings  with  locally-based  foreign  consulates 
to  share  intelligence  and  foster  goodwill  and 
cooperation  on  immigration  control, 
facilitation  of  Hong  Kong  residents  traveling 
overseas  and  the  control  of  foreign  nationals 
in  Hong  Kong 


Immigration 

Emigration  1997-2001 
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in  more  than  20  years.  This  is  an  indication  of 
long-term  confidence  in  the  Hong  Kong  S  \R 

In  2001,  about  10  b00  people  emigrated  - 
an  1 1%  decrease  over  the  1 1  900  in  2000  and 
a  66%  decrease  since  L997 

In  recent  years,  about  80-90%  of  all 

emigrants  have  gone  to  Canada,  the  United 
States  or  Australia. 

Foreign  residents* 


Emigration  from  Hong  Kong  has  declined  for 
seven  consecutive  years  and  is  its  lowest  level 


1*7  1*8  IW  2000  2001 
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\[  the  same  time,  there  has  been  a  stead) 
increase  in  the  number  ol  expatriates  calling 
Hong  Kong  home. 

At  the  end  oi  2001.  there  were  more  than 
525  000  expatriates  living  in  Hong  Kong 
with  sizeable  groups  from  the  USA,  Canada. 
Australia,  the  United  Kingdom  and  japan. 
There  were  more  than  235  000  expatriates 
from  The  Philippines,  Indonesia,  Thailand, 
India.  Sri  I.anka  and  Nepal  who  mainl)  work 
as  domestic  helpers. 

Since  )ul\  1.  L997,  more  than  1.9  million 
HKSAR  Passports  had  been  issued  by  the 
Immigration  Department  HKSAR  Passport 
holders  now  enjo)  visa-free  access  to  I  1  i 
countries  or  territories,  including  the  I  i 
compared  to  47  countries  in  June  L998. 

Ihi  greater  acceptance  of  the  HKSAR 
Passport  as  a  travel  documenl  is  evidence  ol 
international  confidence  m  Hong  Kong's 
immigration  regime  and  the  state-of-the-ari 
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securit)  features  embedded  into  ilu-  passport 
to  prevenl  Forger)  oi  tampering. 

At  present,  Hong  Kong  offers  visa-free 
access  for  periods  ranging  from  one  week  to 
six  months  to  more  than  L70  countries  and 
territories. 


t  ombating  corruption 

Corruption  is  not  an  ampitil  feature  oj  Hong 
Kong.  People  do  not  like  it  and  the)  have  iinle 
tolerance  for  it.  -  '(  orruption  in  Asia'.  Political 
and  Economic  Risk  Consultancy,  March  6, 

2002. 

Pro-active  and  resolute  action  by  the 
Independent  Commission  Against  Corruption 
(1CAO  has  continued  to  be  a  major  force  in 
providing  a  cherished  level  playing  field  for 
business  in  Hong  Kong. 

Concerns  over  the  effectiveness  of  the 
ICAC  after  1997  have  long  dissipated  through 
continued  and  vigorous  enforcement  action. 
The  public  support  rate  hovers  at  99%.  There 
is  no  doubt  that  a  culture  oi  intolerance  of 
corruption  has  firmly  taken  root  in  Hong 
Kong. 
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ICSC 

Established  in  L974,  the  It  At  has 
evolved  into  one  oi  the  worlds  most  effective 
anti-corruption  agencies.  It  has  been 
described  as  a  model  anti-corruption  agency' 
m  the  Transparency  International  Global 
(  orruption  Report  (October  2001). 

The  ICAt  investigates  corruption  cases  in 
both  the  public  and  private  sectors.  A  'zero 
tolerance"  stance  against  corruption  has 
rendered  Hong  Kong  one  of  the  worlds 
cleanest  administrations.  Systemic  corruption 
does  not  exist  in  the  civil  service. 

The  ICAC  helps  government  departments 
and  public  bodies  to  rid  their  systems  of 
corruption  opportunities  while  assisting 
private  companies  to  strengthen  internal 
controls. 

To  maintain  and  enhance  public  support 
and  vigilance  against  corruption,  the  ICAC 
produces  educational  and  media  programs  for 
all  strata  of  the  community.  In  addition,  the 
Internet  is  also  becoming  a  medium  of  choice 
for  reaching  the  mass  market. 
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The  Environment 


Hong  Kong's  environment  has  come  under 
closer  scrutiny  in  recent  years  as  residents 
have  become  more  concerned  about  quality  ol 
life  issues. 

The  international  business  community 
also  voiced  concern  over  deteriorating  air 
quality  in  1998  and  1999. 

Initiatives  taken  over  the  past  few  years 
have  brought  about  a  noticeable  improvement 
to  local  air  quality 


Measures  have  included : 

•  Replacing  by  2005  all  18  000  diesel  taxis 
with  taxis  using  cleaner  liquefied  petroleum 
gas  (LPG).  By  April  2002  some  15  000  LPG 
taxis  had  come  into  service. 

•  Financial  incentives  to  encourage  the 
introduction  of  LPG  or  electric  mini-buses 
where  possible 

•  Making  ultra-low  sulfur  diesel  the  only 
motor  diesel  fuel  in  Hong  Kong  -  the  First 
economy  in  Asia  to  do  this. 

•  Fitting  particulate  traps  on  old  light  diesel 
vehicles  to  reduce  particulate  emissions  by 
such  vehicles  b\  more  than  }0%. 

•  Strict  emission  standards  for  diesel  vehicles. 
Newly-registered  vehicles  required  to  meet 
Euro  111  standards. 

•  Strengthening  emission  testing  and 
increasing  fixed  penalties  for  smok)  vehicles 


from    HKS450    (US$58 
(US$128 


to    HKS1  000 


These  initiatives  have  already  vieldcd 
significant  results.  Air  Pollution  Index 
readings  exceeding  the  high  level  of  100  have 
been  reduced  by  45%  since  1999  while 
resptrable  particulates  at  roadside  stations 
have  dropped  by  8%  and  nitrogen  oxides 
dropped  by  11%.  The  number  of  smoky 
vehicles  spotted  on  Hong  Kong's  roads 
dropped  by  half  in  2001. 

Upon  full  implementation  total 
particulate  emissions  are  expected  to  drop  by 
80%,  while  nitrogen  oxide  emissions  should 
drop  by  nv 

Considerable  efforts  are  also  being 
devoted  to  improving  water  quality  and 
reducing  waste  through  greater  recycling  and 
increased  public  awareness  programs. 


Regional  cooperation 

Hong  Kong  can  not  solve  long-term 
environmental  issues  on  its  own.  Greater 
cooperation  with  neighboring  Guangdong 
Province  is  needed  to  improve  the  overall 
environment,  particularly  in  the  prosperous 
Pearl  River  Delta  region 

In  April  2002.  the  Hong  Kong  SAR 
Government  and  the  Guangdong  Provincial 
Government  agreed  on  a  joint  action  plan  to 
tackle  cross-boundarv  pollution.  This 
followed  a  joint  study  on  the  probh 
deteriorating  air  quality  in  the  Pearl  River 
Delta,  which  covers  an  area  ol  27  000  square 
miles  and  lias  a  population  approaching 
50  million. 
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I  he  stud)  Found  thai  aii  pollution 
emissions  in  the  region  would  continue  to 
increase  ovei  the  nexl  decade  H  the  two 
governments  continued  to  implement  existing 
an  qualit)  improvemenl  measures 

In  light  ol  these  results,  the  two 
governments  agreed  thai  cooperation  be 
increased  and  additional  improvement 
measures  be  introduced  to  deal  with  the 
problem  oi  regional  air  pollution. 

Using  L997  as  the  base  year,  both 
governments  agreed  to  reduce,  on  a  best 
endeavor  basis  by  2010,  regional  emissions  of 
sulfur  dioxide  (by  40%).  nitrogen  oxides 
(by  20%),  respirable  suspended  particulates 
b)  55%)  and  volatile  organic  compounds 
(by  55%). 


li  was  also  agreed  to  draw  up  a  Regional 
An  Qualit)  Management  Plan  and  assign 
responsibilit)  For  coordinating  and 
monitoring  the  progress  oi  the  improvemenl 
measures.  An  e\pen  group  involving  botb 
sides  would  be  established  to  jointly  monitor 
trends  and  changes  in  regional  air  quality  and 
evaluate  the  effectiveness  ol  the  ongoing  and 
enhanced  improvemenl  measures. 
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Asia's  world  city 


Hong  Kong  has  positioned  itself  to  become 
the  world  city  of  Asia. 

This  positioning  is  designed  to  highlight 
Hong  Kong's  existing  strengths  in  areas  such  as 
financial  services,  trade,  tourism,  transport, 
communications,  and  as  a  regional  hub  for 
international  business  and  a  major  city  in  China. 


4*:  * 


It  is  also  an  aspirational  undertaking  - 
a  benchmark  by  which  Hong  Kong's 
development  as  a  society  and  an  economy  can 
be  gauged  and  debated. 

Hong  Kong's  positioning  as  Asia's  world 
city,  like  other  world  cities  such  as  London 
and  New  York,  is  based  on  : 

•  lis  role  as  a  manage]  and  coordinate]  oi 
global  economic  activity 

•  A  core  of  world-class  service  providers  and 
a  highly  productive  workforce 

•  Modern  hard  and  soft  infrastructure 

•  Educational  and  other  institutions  Ionised 
on  knowledge-creation  and  enhancing  the 
qualit)  of  life 

•  (  ommitment  to  maintaining  the  rule  ol 
law,  freedom  of  expression  and  association. 
the  tree  How  of  information,  openness  and 
diversit) 


•  Strong  links  with  its  hinterland,  the  Pearl 
River  Delta,  one  of  the  most  rapidly  growing 
regions  in  the  world. 

The  positioning  oi  Hong  Kong  as  \sUs 
world  city  was  first  put  forward  bv  the  Chief 
Executive.  Mr  Tung  Chee  Hwa,  in  his  1999 
Policy  Address. 

Subsequentlv.  the  Chief  Executive's 
Commission  on  Strategic  Development 
recommended  in  its  Februan  2000  report 
that:  "Hong  Kong  needs  to  promote  its 
unique  position  as  one  ot  the  most 
cosmopolitan  and  vibrant  cities  in  Asia  to  a 
wide  range  ot  international  audiences 
A  successful  external  promotion  program  can 
have  a  significant  positive  impact  on  Hong 
Kong's  ability  to  achieve  a  number  ol  key 
economic,  social  and  cultural  objectives." 

This  led  to  the  launch  of  the  Brand  Hong 
Kong  program  in  May  2001  to  provide  a 
greater  locus  to  the  international  promotion 
of  Hong  Kong  as  Asia's  world  city.  The 
program  was  launched  h\  Mi  lung  at  the 
[  ORI  I  NE  Global  I  orum  held  in  Hong 
Kong,  which  brought  together  500  ol  the 
world's  most  influential  business  leaders  as 
well  as  othei  dignitaries  such  as  former  US 
President  Bill  c  linton. 

The  platform  at  I  he  heart  ol  the  program 
is  Hong  Kong  is  where  opportunity, 
creativit)  and  entrepreneurship  converge.  It  is 
a  dynamic  physical  and  cultural  hub  with 
world-class  infrastructure,  \sias  most 
strategic  location,  and  a  global  network  of 
people  with  an  impressive  record  ol  success 
that  can  support  achievement  ol  your  goals 
and  obji 
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I  In  core  \  alues  underpinning  the 
program  are  progressive,  Free,  stable, 
opportunity  and  high  qualit)  Hong  Kong's 
attributes,  reflected  in  the  core  values,  are: 
innovative,  cosmopolitan,  enterprising,  leader, 
connected. 

A  kej  component  ol  the  brand  program  is 

a  Hong  Kong's  new  visual  identity  -  a  stylised 
dragon  -  that  has  been  used  to  promote  Hong 
Kong  extensivel)  m  t  he  international  arena. 
The  dragon  incorporates  the  Chinese 
characters  for  Hong  Kong  (#$|)  as  well  as 
the  letters  HK  ,  to  signify  a  blend  of  East  and 
West. 

The  visual  identity  is  complemented  by 
the  brandline  'Asia's  world  city". 

The  Brand  Hong  Kong  program  and  Hong 
Kong's  positioning  was  developed  following 
extensive  qualitative  and  quantitative  research 
amongst  business  and  government  leaders  in 
Hong  Kong  and  internationally. 

The  research  demonstrated  that,  while 
Hong  Kong  was  held  in  high  regard 
internationally,  not  all  audiences  had  a  strong 
grasp  of  the  dramatic  changes  that  have  made 
Hong  Kong  one  of  the  worlds  most  modern 
and  dynamic  cities,  with  a  backdrop  of 
beautiful  natural  assets. 

International  focus  groups  reviewed  a 
number  of  tagline  options,  narrowed  from 
existing  phrases  and  submissions  from 
copyrighting  teams  in  Hong  Kong  and 
internationally.  The  final  choice  -  Asia's  world 
city  -  while  familiar  to  Hong  Kong  audiences, 
was  seen  by  focus  groups  in  Hong  Kong  and 
internationally  as  reflecting  the  city's  unique 
position  in  Asia  and  around  the  world 

Since  its  launch,  Brand  Hong  Kong  has 
been  extensively  used  internationally  by  Hong 
Kong's  10  Economic  and  Trade  Offices, 
providing  a  further  platform  to  promote  Hong 
Kong  to  key  business  and  government 


audiences  in  the  major  international  markets 
where  thev  are  located. 
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Invest  Hong  Kong  was  established  in  July 
2000  to  spearhead  Hong  Kong's  efforts  to 
attract  inward  investment. 

Over  the  past  two  years  there  has  been 
strong  growth  in  the  number  of  international 
companies  establishing  regional  operations  in 
Hong  Kong.  This  is  undoubtedly  due  to  Hong 
Kong's  prime  position  at  the  mouth  of  the 
fast-growing  Pearl  River  Delta  and  increased 
international  interest  in  the  Mainland  market 
due  to  China's  WTO  accession. 

At  the  end  of  June  2001  there  were  3  237 
companies  with  regional  headquarters  or 
offices  in  Hong  Kong,  an  increase  of  8%  over 
the  3  001  in  June  2000  and  the  highest  on 
record  since  statistics  began  to  be  collected 
on  such  operations  1 1  years  ago. 

The  major  lines  of  business  for  those 
establishing  regional  headquarters  were 
wholesale,  retail  and  trade  related  services, 
financial  services,  business  and  professional 
services  and  the  manufacture  of  electronic 

is. 
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New  arts  district 

A  spectacular  new  arts  district  at  West 
Kowloon  will  be  developed  on  a  prime, 
100-acre  waterfront  site  lacing  the  central 
business  district  on  Hong  Kong  Island. 

This  world-class  integrated  arts,  cultural 
and  entertainment  district  will  dovetail  with 
plans  to  open  up  wide  promenades  and 
outdoor  spaces  on  both  sides  of  the 
harborfront  in  a  concerted  effort  to  maximize 
the  potential  of  Hong  Kong's  most  stunning 
asset,  the  beautiful  Victoria  Harbor. 


Announcing  the  winner  on  February  28, 
2002,  Lord  Rothschild  said:"The  signature 
feature  of  the  design,  a  great  canopy,  flows 
over  the  various  spaces  contained  within  the 
development  to  create  a  unique  landmark 
The  sinuousl)  flowing  form  of  the  site 
contours  and  the  canopy  produce  a 
memorable  effect. 

The  master  layout  plan,  even  at  this 
conceptual  level,  organizes  the  site  to  take 
full  advantage  of  its  prune  waterfront  location 
and  its  proximity  to  Kowloon  Park  and  the 

Canton  Road  retail  district 


Once  completed,  the  new  district  -  Hong 
Kong's  very  own  'West  End'  with  a  Broadway 
skyline  -  will  provide  a  unique  attraction  and 
boost  Hong  Kong's  attraction  as  a  leading 

center  for  the  arts  and  entertainment. 

I  lus  cultural  oasis  will  enrich  the  lives  ol 
Hong  Kong  residents,  attract  visitors  from 
neighboring  cities  and  enhance  even  further 
one  ol  the  most  beautiful  skylines  in  the  world 
with  a  new.  distinguished  landmark. 

An  international  design  competition, 
which  attracted  161  international  ami  local 
submissions,  was  held  lo  de\  LSI  a  i  "in  i  p| 
plan  lor  this  prime,  vacani  site  \  design 
submitted  by  Fostei  and  Partners  ol  th<  I  I 
was  awarded  I  irsl  Prize  In  the  international 
judging  panel  chaired  by  I  ord  Rothschild,  one 
ol  the  world's  leading  patrons  ol  the  arts  and 
heritage. 


The  planning  process  will  lake  about 
three  years  and  construction  about  lour  years 
The  first  ol  the  new  facilities  is  expected  to  be 
completed  In  2008,  or  earlier,  il  the  planning 
and  building  process  can  be  accelerated 
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Contact  Numbers 


Mainland  (  hina 

Hong  Kong  S  \R  Govei  runeni  Office  Beijing 
i    i  i  iffi<  e  liuM-i  I   I  [enderson  i  enter, 
is  |ianguomen  Nei  Wenue,  Dong< heng  District, 
Bi  ijing  10000  i  i  Inn. i 
Phon«     (86)  1065186318 
I  ax        i so)  10  6518  632] 
1  mail:  bjohksar@bjo  hksarg.org.cn 

Hong  kong  Economic  and  Trade  Offices 

Mainland  i  hina 

Hong  Kong  Economic  and  Ii.uk-  Office  Guangdong 

I  kit  2  nil  233  li.m  Ik-  North  Road, 
Guangzhou  51061 3.  China 
Phone    (86)  20  5891  1220 
Fax        (86)  10  J891  1221 

\su(  (Vii  i/i( 

Hong  Kong  Economic  and  Trade  Office  Singapore 

34-01,  Suntec  Tower  2,  9  Temasek  Boulevard, 

Singapore  038989 

Phone     (65)  3  3S  1771 

Fax:       (65)  3  30  2112 

E-mail :  hketo_sin@hketosin.gov.hk 

Hong  Kong  Economic  and  Trade  Office  Sydney 

1  long  Kong  House,  80  Druitt  Street,  Level  1 , 

Sydney,  NSW.  Australia  1000 

Phone    (61)2  9283  3222 

Fax:       (61)2  9283  3818 

E-mail :  enquiry@hketosydneygov.hk 

Hong  Kong  Economic  and  Trade  Office  Tokyo 

Hong  Kong  Economic  and  Trade  Office  Building 

30- 1  Sanban-Cho.  Chiyoda-ku. 

Tokyo  102-0075.  Japan 

Phone:  (81)3  3556  8980 

lax   (81)3  3556  8968 

E-mail :  mailbox@hketotyo.gov.hk 

Europe 

Hong  Kong  Economic  and  Trade  Office  Brussels 

Rue  d'Arlon  1 18.  1040  Brussels. 

Belgium 

Phone:  (32)  2  775  00SS 

I  ax    (32)  2  770  0980 

E-mail :  general@hongkong-eu.org 

Hong  Kong  Economic  and  Trade  Office  London 

6  Grafton  Street,  London  WIS  4EQ 

England 

Phone:  (44)207  499  9821 

lax    (44)207  495  5033 

E-mail:  general@hketolondon.gov.hk 


Hong  Kong  I  conomic  and  hade  Office  Geneva 
i  Ulei  David-Morse,  121 1  Geneva  10. 
Svi  itzerland 

Phone  (41)  11  7  10  1  W0 
lax  till  22  730  1304 
1  -mail    hketo@hketogeneva.gov.hk 

North  America 

Hong  Kong  Economic  and  Trade  Office  New  York 

11)1  ast  54th  Street,  New  York, 

N\  L0022, 1  SA 

lei         (  I  i  212  752  $320 

lax         (1)212  752  3  395 

1   mail    b.ketony@hketony.gov.hk 

Hong  Kong  Economic  and  Trade  Office  San  Francisco 

130  Montgomery  Sheet,  San  Francisco. 

(  V  94104-4301,  USA 

Phone:  (1)415  835  9  300 

Fax         (1)415  4210646 

E-mail :  hketosf@hketosanfrancisco.gov.hk 

Hong  Kong  Economic  and  Trade  Office  Washington 

1520  18th  Street  N  W, 

Washington  DC  20036,  USA 

Phone    (1)202  331  8947 

Fax:       (1)202  3318958 

E-mail    hketo@hketowashington.gov.hk 

Hong  Kong  Economic  and  Trade  Office  Toronto 

174  St  George  Street,  Toronto,  Ontario, 
M5R  2M7,  Canada 
Phone:   (1)416  924  5544 
Fax:        (1)416  924  3599 
E-mail:  info@hketotoronto.gov.hk 

Information  Services  Department 

Murray  Building.  Garden  Road,  Central. 

Hong  Kong 

Newsroom  (24  hours) 

Duly  Officer: (852)  2842  8745;  2842  8747-8 

Fax:  (852)2868  4726:2810  1721 

E-mail :  isdnews@isd.gcn.gov.hk 

Websites 

Government  Information  Center 

www.info.gov.hk/eindex.htm 

Hong  Kong  and  the  Pursuit  of  Economic  Freedom 
www.  freeconomy.  org 
Brand  Hong  Kong 
www.brandhk.gov.hk 
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